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Mthonjaneni  Local  Municipality 

(Registration  nomber  K2  285) 

Annuai  Financiai  Statements  fbrthe  yearended  30  June  2018 

Accounting  Officer's  Responsibilities  and  Approval 


The  accounting  officer  Is  required  ɓy  the  Municipal  Finanoe  Management  Ad  (Act  56  of  2003),  lo  maintain  adequats 
ai^uming  records  and  fs  responsible  for  the  content  and  integrity  of  the  annual  financial  statements  and  related  financial 
infbrmation  induded  in  this  ^port,  It  is  the  responsibility  of  the  accounting  officer  to  ensure  that  the  annual  financial  statements 
teriy  ^sent  the  state  of  affelrs  of  the  munlclpallty  as  at  the  end  of  the  finandal  year  and  the  results  of  its  operations  and  cash 
flG^  forthe  period  then  ended,  The  extemal  audilors  are  engaged  to  express  an  Independentopinion  on  the  annual  financial 
statements  and  was  given  unrestricted  access  lo  all  financial  records  and  related  data. 


The  annual  Rnandal  statemente  have  been  prepared  in  acoordance  with  Standards  of  Generally  Recognised  Accountinq 
Practice  (GRAP)  including  any  interpretations,  guidefines  and  directives  issued  by  the  Accounting  Standards  Board. 


TT.e  annual  financial  statements  are  based  upon  apprapriate  accounting  policfes  consistently  applied  and  suDported  bv 
reasonabie  and  prudent  judgements  and  estimates.  ^ 


The  accountng  offioer  acknowledges  that  he  is  ultimately  responsible  for  the  system  of  intemal  financial  oontrol  established  bv 
^ municipality  and  place  considerable  importance  on  maintaining  a strong  contrai  environment  To  enable  the  accountino 
officer  to  meet  these  responsibilities,  the  accounting  offioer  sets  standards  for  internal  control  aimed  at  redudng  the  risk  of 
errar  or  deficit  in  a cost  effective  manner.  The  standards  Indude  the  proper  deiegation  of  responsibiiities  within  a clearly 
^fined  fnam^ork,  effective  aooounting  procedures  and  adequate  segnegation  of  duties  to  ensure  an  acceptable  level  of  risk 
inese  wn^ls  are  monitored  throughout the  municipality  and  all  employees  ane  required  to  mainlain  the  highest  ethical 
stsndards  in  ensurrng  the  munidpalfty’s  businsss  is  conducted  in  a manner  that  in  all  reasonabfe  circumstances  is  above 
reproach.  The  focus  of  risk  management  in  the  munidpaiity  rs  on  identifying,  assessrng.  managing  and  monrtorina  ail  known 
forms  of  risk  across  the  municrpaiity.  Whrle  operating  risk  cannot  be  fully  ellminated.  the  munlcipality  endeavoure  to  minimise  it 
by  ensunng  that  appropriate  Infrastructura,  controls,  systems  and  ethical  behaviour  are  applied  and  manaaed  within 
predetermined  procedures  and  constraints, 


The  ao«)unting  officer  is  of  the  oprnion,  based  on  the  information  and  explanatrons  given  by  management  that  the  svstem  of 
internal  contral  provides  reasonable  assurance  thatthe  finandal  records  may  be  reiied  on  fbr  the  preparation  of  the  annual 
financjal  6.atements.  However.  any  system  of  intemal  tinandal  contral  can  provide  only  reasonabje.  and  not  absoJute 
assurance  against  material  misstatement  or  defidt 

The  accounting  offfcer  has  reviewed  fhe  municipaiity’s  cash  flow  forecast  for  th'e  year  ended  30  June  2017  and  in  the  liaht  of 
this  revlew  and  the  current  financiai  positfon,  he  is  satisfied  that  the  municipalrty  has  or  has  aocess  to  adequate  resources  to 
cortfnue  in  operationai  existence  for  the  foreseeable  future. 


The  a^unting  officer  certlfy  that  salaries,  aiiowanoes  and  benefits  of  Councillors.  as  disdosed  in  note  24  of  these  annual 
finsncial  statements  are  within  the  upper  (imits  of  the  framework  envisaged  in  Section  219  of  the  Constitution  read  with  Ihe 
Re-nuneration  of  PublicOfficer  Bearers  Act  and  the  Minister  of  Provindal  and  Local  Govemmenfs  determination  in  accordance 
wrrth  this  AcL  5. 


The  anriu^nandal  statements  set  out  on  pages  6 to  69,  which  have  been  prepared  on  the  going  concem  basis  were 
approverf^  the  accounting  officer  on  30  June  2016  and  were  signed  on  its  behalf  by : 


MrP.mSlblya 

Actlnff^nlclpal  Manager 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 


Statement  of  Financial  Position  as  at  30  June  2016 


Figures  in  Rand 

Note(s) 

2016 

2015 

Assets 

Current  Assets 

Inventories 

9 

459  636 

481  154 

Receivables  from  non-exchange  transactions 

11 

18  956  301 

15  490  036 

VAT  receivable 

12 

987  522 

239  758 

Consumer  debtors 

13 

4 435  485 

3 711  048 

Cash  and  cash  equivalents 

14 

42  4 ?0  320 

49  259  099 

67  309  264 

69  181  095 

Non-Current  Assets 

ɓiological  assets 

3 

2 661  916 

2 264  535 

Investment  property 

4 

2 367  591 

2 408  420 

Property,  plant  and  equipment 

5 

187  606  091 

159  720128 

Intangible  assets 

6 

98  998 

125  317 

Heritage  assets 

7 

589 

589 

192  735185 

164  518  989 

Totat  Assets 

260  044  449 

233  700  084 

Liabilities 


Current  Liabilities 


Payables  from  exchange  transactions 

17 

8 591  142 

4 758  333 

Consumer  deposits 

18 

1 025  890 

1 018  942 

Unspent  conditional  grants  and  receipts 

15 

176  776 

295  135 

Provisions 

16 

409  492 

485  657 

10  203  300 

6 558  067 

Non-Current  Liabilities 

Empioyee  benefit  obligation 

8 

2 544  047 

2 563  000 

Provisions 

16 

4 667  747 

2 382  527 

7 211  794 

4 945  527 

Total  Liabilities 

17  415  094 

11  503  594 

Net  Assets 

242  629  355 

222196  490 

Accumulated  surplus 

242  625  635 

222  196  494 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annua!  Financial  Statements  for  the  year  ended  30  June  2016 


Statement  of  Financial  Performance 


Figures  in  Rand 

Note(s) 

2016 

2015 

Revenue 

Revenue  from  exchange  transactions 

Service  charges 

21 

20  521  760 

20  576  708 

Rental  of  facilities  and  equipment 

28 

247  044 

366  402 

Llcences  and  permits 

27 

2 070  427 

2 359  911 

Other  income 

23 

964  392 

4911  115 

Interest  received  - investment 

29 

3 283  879 

2 901  295 

Totai  revenue  from  exchange  transactions 

27  087  502 

31  115  431 

Revenue  from  non-exchange  transactions 

Taxation  revenue 

Property  rates 

20 

9 722  820 

7 361  564 

Property  rates  - penalties  imposed 

20 

728  329 

678  305 

Transfer  revenue 

Government  grants  & subsidies 

22 

6o  a02  3oy 

53  258  865 

Fines,  Penalties  and  Forfeits 

24  308  963 

18  232  020 

Total  revenue  from  non-exchange  transactions 

100  462  471 

79  530  754 

Total  revenue 

19 

127  549  973 

110  646185 

Expenditure 


Employee  related  costs 

Remuneration  of  councillors 

Depreciation  and  amortisation 

Impairment  loss/  Reversal  of  impaiiments 

Repairs  and  maintenance 
ɓulk  purchases 

Contracted  services 

General  Expenses 

25 

26 

31 

32 

35 

36 

34 

24 

(24  982  176) 
(3  168  003) 
(5  808  916) 

(7  776  346) 
(19  079  101) 
(2  159  221) 
(44  559  682) 

(23  722  047) 
(2  943  509) 
(4  693  341) 
(2  409  656) 
(2  765  840) 
(18  194  021) 
(2  366  269) 
(27  150  579) 

Total  expenditure 

(107  533  445) 

(84  245  262) 

Operating  surplus 

20  016  528 

26  400  923 

Fair  vafue  adjustments 

30 

397  381 

- 

Actuarial  gains/iosses 

8 

18  953 

(1  124  000) 

416  334 

(1  124  000) 

Surplusforthe  year 

20  432  862 

25  276  923 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2016 


Statement  of  Changes  in  Net  Assets 


Accumulated 

Total  net 

Figures  in  Rand 

surplus 

assets 

Balance  at  01  July  2014 

196  919  671 

196  919  571 

Changes  in  net  assets 

Surpius  for  the  year 

25  276  923 

25  276  923 

Total  changes 

25  276  923 

25  276  923 

Balance  at  01  July  2015 

222  192  773 

222  192  773 

Changes  in  net  assets 

Surplus  for  the  year 

20  432  862 

20  432  862 

Totai  changes 

20  432  862 

20  432  862 

Balance  at  30  June  2016 

242  625  635 

242  625  635 

Note(s) 
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Mthonjaneni  Local  Municipaiity 

(Reglstration  number  KZ  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2016 


Cash  Flow  Statement 


Figures  in  Rand 

Note(s) 

2016 

2015 

Cash  flows  from  operatfng  activities 

Receipts 

Taxation 

6 331  298 

7 185  093 

Sale  of  goods  and  services 

22  331  422 

27  892  314 

Grants 

90  546  549 

65  227  949 

Interestlncome 

3 283  879 

2 901  295 

122  493  148 

103  206  651 

Payments 

Employee  costs 

(28  150  180} 

(26  398  556) 

Suppliers 

(67  504  020) 

(52  504  235) 

(95  654  200) 

(78  902  791) 

Net  cash  flows  from  operating  activitles 

37 

26  838  948 

24  303  860 

Cash  fiows  from  rnvesting  activities 


Purchase  of  property,  plant  and  equipment 

Purchase  of  other  intangible  assets 

0 

6 

(33  620  731) 
(6  999) 

(21  181  888) 

Net  cash  fiows  from  investing  activities 

(33  627  730) 

(21  181  888) 

Net  increase/(decrease)  rn  cash  and  cash  equivalents 

(6  788  782) 

3 121  972 

Cash  and  cash  equivalents  at  the  beginning  of  the  year 

49  259  035 

46  137  063 

Cash  and  cash  equivaients  at  the  end  of  the  year 

14 

42  470  253 

49  259  035 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2016 


Statement  of  Comparison  of  Budget  and  Actuai  Amounts 


Budget  on  Accrual  Basis 

Approved 

Adjustments 

Final  Budget  ^ 

ftctual  amounts 

Difference 

budget 

on  comparable 

between  final 

basis 

budget  and 

Figures  in  Rand 

actual 

Statement  of  Financial  Performance 

Revenue 

Revenue  from  exchange  transactions 

Service  charges 

23  503  000 

23  503  000 

20  521  760 

(2  981  240) 

Rental  of  facilities  and  equipment 

462  033 

- 

462  033 

247  044 

(214  989) 

Licences  and  permits 

3 544  674 

- 

3 544  674 

2 070  427 

(1  474  247) 

Rezoning 

15  900 

- 

15  900 

- 

(15  900) 

Other  income 

2 115  543 

- 

2115  543 

964  392 

(1  151  151) 

Interest  received  - Investment 

2 968  000 

- 

2 968  000 

3 283  879 

315  879 

Total  revenue  from  exchange  transactions 

32  609150 

- 

32  609150 

27  087  502 

(5  521  648) 

Revenue  from  non-exchange  transactions 

Taxation  revenue 

Property  rates 

14  987  000 

(3  000  000) 

11  987  000 

9 722  820 

(2  264  180) 

Property  rates  - penalties  imposed 

672  252 

- 

672  252 

728  329 

56  077 

Transfer  revenue 

Government  grants  & subsidies 

67  441  000 

9 000 

67  450  000 

65  702  359 

(1  747  641) 

Fines,  Penalties  and  Forfeits 

18  842  298 

- 

18  842  298 

24  308  963 

5 466  665 

Totai  revenue  from  non-exchange 
transactions 

101  942  550 

(2  991  000) 

98  951  550 

100  462  471 

1 510  921 

Totai  revenue 

134  551  700 

(2  991  000) 

131  560  700 

127  549  973 

(4  010  727) 

Expenditure 

Personnel 

(27  665  241) 

66  384 

(27  598  857) 

(24  982  176) 

2 616  681 

Remuneration  of  councillors 

(3  366  422) 

- 

(3  366  422) 

(3  168  003) 

198  419 

Depreciation  and  amortisation 

(5  613  008) 

(950  000) 

(6  563  008) 

(5  808  916) 

754  092 

Repairs  and  maintenance 

(6  822  350) 

(1  192  478) 

(8  014  828) 

(7  776  346) 

238  482 

Bulk  purchases 

(21  050  650) 

- 

(21  050  650) 

(19  079  101) 

1 971  549 

Contracted  Services 

(2  904  845) 

- 

(2  904  845) 

(2  159  221) 

745  624 

Transfers  and  Subsidies 

(686  000) 

(2  688  000) 

(3  374  000) 

- 

3 374  000 

General  Expenses 

(36  983  579) 

(292  000) 

(37  275  579) 

(44  559  682) 

(7  284  103) 

Totai  expenditure 

(105  092  095) 

(5  056  094) 

(110148189) 

(107  533  445) 

2 614  744 

Operating  surpius  29  459  605 

(8  047  094) 

21  412  511 

20  016  528 

(1  395  983) 

Fair  value  adjustments 

- 

- 

- 

397  381 

397  381 

Actuarial  gains/losses 

- 

- 

18  953 

18  953 

- 

- 

- 

416  334 

416  334 

Surplus  before  taxation  29  459  605 

(8  047  094) 

21  412  511 

20  432  862 

(979  649) 

Actuai  Amount  on  Comparable  Basis  as 
Presented  in  the  Budget  and  Actual 
Comparative  Statement 

29  459  605 

(8  047  094) 

21  412  511 

20  432  862 

(979  649) 

For  explanations  of  variances  between  the  budget  and  actual  figures  please  refer  to  note  47 


Mthonjanenl  Locai  Munictpaiity 

(Registratlon  nuinber  KZ  28S) 

Annual  Financlal  Statements  for  the  year  ended  30  June  2016 


Appropriation  Statement 


Figures  in  Rand 

Orialnal 

Budget 

Final 

Shifting  of 

Virement  Final  budget 

Actual 

Unauthorised  Vaiiance 

Actual  Actual 

budget 

adjustments 

adjustments 

funds  (Lto. 

(Lto.  councli 

outcome 

expenditure 

outcome  outcome 

(LLo.  s28  and  budget 

s31  of  the 

approved 

as  % of  as  % of 

s31  ofthe 

MFMA) 

policy) 

frnal  original 

MFMA) 

budget  budget 

2016 


Flnanclal  Perfonnance 


Prcperty  rates 

15  659  252 

(3  000  000) 

12  659  252 

. 

j 

12  €59  252 

10  451  149 

t 

(2  20B  103) 

83  % 

67  % 

Servioe  charges 

23  503  000 

- 

23  503  000 

I 

23  503  000 

20  521  760 

(2  981  240) 

87  % 

87  % 

[nvestment  revenue 

2 968  000 

- 

2 968  000 

- 

2 968  000 

3 283  879 

315  879 

111  % 

111  % 

Transfers  recognised  - 
operallonal 

46  537  000 

9 000 

46  546  000 

- i 

46  546  000 

44  680  000 

(1  666  000) 

96  % 

96  % 

Other  own  revenue 

24  980  400 

- 

24  980  400 

- 

24  960  400 

27  997  160 

3 016  760 

112  % 

112  % 

Total  revenue 
(excludlng  capltal 
transfers  and 
contrlbutions) 

113  647  652 

(2  991  000) 

110  656  652 

110  656  652 

106  933  948 

1 

1 

1 

1 

(3  722  704) 

97  % 

94% 

Employee  costs 

(27  665  241) 

66  384 

(27  598  857) 

- 

(27  598  857) 

(24  982  176) 

- 

2 616  681 

91  % 

90% 

Remuneration  of 
councillors 

(3  366  422) 

- 

(3  366  422) 

- 

- 

(3  366  422) 

(3  168  003) 

- 

198  419 

94% 

94% 

Depredation  and  asset 
impairment 

(5  613  008) 

(950  000) 

(6  563  008), 

(6  563  008) 

(5  808  916) 

754  092 

89% 

103  % 

Materlals  and  bulk 

(27  873  000) 

(1  192  478) 

(29  065  478) 

-- 

- 

(29  065  478) 

(27  021  763) 

2 043  715 

93  % 

97% 

purchases 

Other  expenditure 

(40  574  424) 

(2  980  000) 

(43  554  424) 

- 

- 

(43  554  424) 

(46  539  769) 

(10  770  311) 

(2  985  365) 

107  % 

115% 

Total  expenditure 

(105  092  095) 

(5  056  094) 

(110  148189) 

- 

- 

(110  148  189) 

(107  520  647} 

(10  770  311] 

2 627  542 

98  % 

102  % 

SurphJs/fDeflclt) 

8 655  657 

(8  047  094) 

508  463 

508  463 

(586  699) 

■ ■ ' ■' 

(1  095  162) 

(115)% 

(7|% 
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Mthonjanenl  Local  Municlpallty 

{Registration  number  KZ  285) 

Annual  Finandal  Statements  for  ttie  year  ended  30  June  2016 

Approprlation  Statement 

Figures  in  Rand 


Orfgfnal 

Budget 

FinaE 

Shlftins  of 

Virement  Flnal  budget 

Actual 

Unauthoiised  Variance 

Actual 

Actual 

budget 

adjustments 

adjustments 

funds  (i.to. 

(j.to.  council 

outcome 

expendlture 

outcome 

outcome 

(i.t.o.  s28  and  budget 

s31  of  the 

approved 

as  % of 

as%  of 

s31  ofthe 

MFMA) 

policy) 

ftnal 

original 

MFMA) 

budget 

budget 

Transfers  recognlsed  - 
capital 

20  904  000 

■ 

20  904  000 

* 

20  904  000 

21  022  359 

rn 

118  359 

101  % 

101  % 

Surplus  (Deficlt)  after 
capital  tiansfers  and 
contributions 

29  459  557 

(8  047  094) 

21  412  463 

- 

L J 

21  412  463 

20  435  660 

= i 

(976  803) 

95% 

69% 

Surplus/(Deficit]  for  the 
year 

29  459  557 

(8  047  094) 

21  412463 

* , 

Ln 

(976  803} 

95  % 

69% 

Capltal  expenditure  and  funds  sources 

Total  capltal  expenditure  28  956  000  8 383  000  37  339  000 

Sources  of  caprtal 

funds 

Transfers  recognised  - 20  S04  000  - 20  904  000 

capital 

Intemally  generated  8 052  000  6 383  000  16  435  000 

ftinds 

Tntaisourcesofcapltal  28966000  8 383  000  37  339  000 

ftinds 


100  % 

129  % 

118  359 

- 

204  % 

118  359 

100% 

129% 
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Mthonjaneni  Local  Munlcipailty 

(Registration  number  KZ  285) 

Annual  Ffnancial  Statements  for  the  year  ended  30  June  2016 

Appropriation  Statement 

Figures  fn  Rand 


Originai 

Butfget 

Final 

Shifting  of 

Virement  Final  budget 

Actual 

Unauthorised  Varfance 

Actual 

Actual 

budget 

ac(justments 

adjustments 

fiinds  (I.Lo. 

(f.Lo.  council 

outcome 

expenditure 

outcome 

outcome 

(Lto.  s28  and  budget 

s31  ofthe 

approved 

as  % of 

as^of 

s31  of  the 

MFMA} 

policy) 

flnal 

original 

MFMA) 

budget 

budget 

Cash  flows 


Net  cash  trom  (used) 
operating 

Net  cash  ftom  (used) 
investing 

Net  cash  ftom  (used) 
financing 

23  804  OOti 

(28  524  000) 

90  000 

(4  84U  UUU) 

(11  635  000) 

18  964CKJU 

(40  159  000) 

90  000  - ' 

1 

1. 

18  964  UOU 

(40  159  000) 

90  000 

26  838  948 

(33  627  730) 

7 874  948 

6 531  270 

(90  000) 

142  % 

84  % 

-% 

T13  % 

118  % 

-% 

Net  lncrease/(decrease) 
in  cash  and  cash 
equlvalents 

(4  630  000} 

(16  475  000) 

(21  105  000)  - ' 

(21  105  000) 

(6  788  782) 

14  316  218 

32% 

147% 

Cash  and  cash 
equivalents  at  the 
beginnlng  of  the  year 

42  139  000 

42  139  000 

42  139  000 

49  259  099 

r 

7 120  099 

117% 

117  % 

Cash  and  cash 
equlvalents  at  year  end 

37  50S  000 

(16  475  000) 

21034000 

' 21  034  000 

42470  317 

' (21  436  317) 

202% 

113% 

12 


Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2016 

Appropriation  Statement 

Figures  in  Rand 


Reported  Expendlture  Balancs  to  be  Restated 
unauthoiised  authorlsed  In  recovered  audfted 
expenditure  terms  of  outcome 

section  32  of 
MFMA 


2015 

Financial  Perfonnance 


Praperty  rates 

8 039  869 

Service  charges 

20  576  708 

Investment  revenue 

2 901  295 

Tran5ter&  recognised  - operational 

37  767  224 

Other  own  revenue 

25  869  448 

Total  revenue  (excluding  capital  transfers  and  contributions) 

95  154  544 

Employee  costs 

(24  487  962) 

61 1 000 

(25  098  962) 

(23  722  047) 

RemuneratiDn  of  councillors 

(2  750  669) 

353  000 

(3  103  669) 

(2  943  509) 

Deprectation  and  asset  impairment 

(3  300  QOO) 

3 803  656 

(7  103  656) 

(7  102  997) 

Malerials  and  bulk  purchases 

(18  867  507) 

178  000 

(19  045  507) 

(18  194  021} 

Other  expenditure 

(22  853  862) 

15  673  344 

(38  427  206) 

(32  282  688) 

Total  expendrture 

(72  260  000) 

20  519  000 

(92  779  000) 

(84  245  262) 

Surphie/lDeffclt) 

10  909  282 

Transfers  recognised  - capital 

15  491  641 

Surplus  (Defictt)  after  capital  transfers  and  contrlbutlons 

26  400  923 

Surplus/fDeficlt]  fbrthe  year 

; 26  400  923 
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Mthonjaneni  Local  Municlpality 

(Regfstratlon  number  KZ  285} 

Annuei  Finendal  Statements  for  the  year  ended  30  June  2016 

Appropriation  Statement 

Ftgures  fn  Rand 


Caah  flows 

Net  cash  from  (used)  operating 
Net  cash  ffom  (used)  investing 

Net  increase/fdecrease)  in  cash  and  cash  equivalents 
Cash  and  cash  equivalents  at  the  begfnning  of  the  year 
Cash  and  cash  equivatents  at  year  end 


Reported  Expenditure  Balance  to  be  Restated 
unauthorlsed  authorised  fn  recovered  audlted 
expendfture  terms  of  outcome 

section  32  of 
MFMA 


24  303  860 
(21  181  888) 

3 121  872 
46  137  063 
49  259  035 


Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 

Accounting  Policies 


1.  Presentation  of  Annual  Financial  Statements 

The  annual  financial  statements  have  been  prepared  in  accordance  with  the  Standards  of  Generally  Recognised  Accounting 
Practice  (GRAP),  issued  by  the  Accounting  Standards  Board  in  accordance  with  Section  122(3)  ofthe  Municipal  Finance 
Management  Act  (Act  56  of  2003). 

These  annual  financial  statements  have  been  prepared  on  an  accrual  basis  of  accounting  and  are  in  accordance  with  historical 
cost  convention  as  the  basis  of  measurement,  uniess  specified  otherwise.  They  are  presented  in  South  African  Rand, 

A summary  of  the  significant  accounting  policies,  which  have  been  consistently  applied  in  the  preparation  of  these  annual 
financial  statements,  are  disclosed  below. 

1p1  Presentation  currency 

These  annuai  financial  statements  are  presented  in  South  African  Rand,  which  is  the  functional  currency  of  the  municipality. 

1.2  Going  concern  assumption 

These  annual  financial  statements  have  been  prepared  based  on  the  expectation  that  the  municipality  will  continue  to 
operate  as  a going  concern  fbr  at  leastthe  next  12  months. 

1.3  Biotogical  assets 

The  entity  recognises  a biological  assets  or  agricultural  produce  when,  and  only  when: 

• the  entity  controls  the  asset  as  a result  of  past  events; 

• it  is  probable  that  future  economic  benefits  or  service  potential  associated  with  the  asset  will  flow  to  the 
municipality;  and 

• the  fair  value  or  cost  of  the  asset  can  be  measured  reliably. 

Biological  assets  are  measured  at  their  fair  value  less  costs  to  seli. 

The  fair  value  of  the  pine  plantations  is  based  on  the  combined  fair  value  of  the  iana  and  the  pine  trees.  The  fair  value  of  the 
raw  land  and  land  improvements  is  then  deducted  from  the  combined  fair  value  to  determine  the  fair  value  of  the  pine  trees. 

A gain  or  loss  arising  on  initial  recognition  of  biological  assets  or  agricultural  produce  at  fair  value  less  costs  to  sell  and  ffom  a 
change  in  fair  value  less  costs  to  sell  of  a biological  assets  is  inciuded  in  surplus  or  deficit  for  the  period  in  which  it  arises. 

1.4  Investment  property 

investment  property  is  property  (land  or  a building  - or  part  of  a building  - or  both)  held  to  earn  rentals  or  for  capital  appreciation 
or  both,  rather  than  for: 

• use  in  the  production  or  supply  of  goods  or  services  or  for 

• administrative  purposes,  or 

• sale  in  the  ordinary  course  of  operations. 

Owner-occupied  property  is  property  held  for  use  in  the  production  or  supply  of  goods  or  services  or  for  administratlve 
purposes. 

Investment  property  is  recognised  as  an  asset  when,  It  is  probable  that  the  future  economic  benefits  or  service  potential  that 
are  associated  with  the  investment  property  will  flow  to  the  municipality,  and  the  cost  or  fair  value  of  the  investment  property 
can  be  measured  reliably. 

Investment  property  is  initialfy  recognised  at  cost.  Transaction  costs  are  included  in  the  initial  measurement. 

Where  investment  property  is  acquired  through  a non-exchange  transaction,  its  cost  is  its  fair  value  as  atthe  date  of 
acquisition. 

Costs  include  costs  incurred  initially  and  costs  incurred  subsequently  to  add  to,  or  to  replace  a part  of,  or  service  a property.  If  a 
replacement  part  Is  recognlsed  in  the  carrying  amount  of  the  investment  property,  the  carrying  amount  of  the  replaced  part  is 
derecognised. 
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Mthonjaneni  Local  Municipaiity 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 

Accounting  Policies 


1 .4  Investment  property  (continued) 

Cost  modei 

Investment  property  is  carried  at  cost  less  accumulated  depredation  and  any  accumulated  impairment  losses. 

Depreciation  is  provided  to  write  down  the  cost,  less  estimated  residual  value  by  equal  installments  overthe  useful  life  of  the 
property,  which  is  as  follows: 

item  Useful  life 

Property  - land  indefinite 

Property  - buildings  30  years 

Air-conditioners  15  years 

investment  property  is  derecognised  on  disposal  or  when  the  Investment  property  is  permanently  withdrawn  from  use  and  no 
future  economic  benefits  orservice  potential  are  expected  from  its  disposal. 

Gains  or  losses  arising  ffom  the  retirement  or  disposal  of  investment  property  is  the  difference  between  the  net  disposal 
proceeds  and  the  carrying  amount  of  the  asset  and  is  recognised  in  surplus  or  deficit  in  the  period  of  retirement  ordisposal. 

1.5  Property,  plant  and  equipment 

Property,  plant  and  equipment  are  tangible  non-current  assets  (including  Infrastructure  assets)  that  are  held  for  use  in  the 
production  or  supply  of  goods  orservices,  rental  to  others,  orfor  administrative  purposes,  and  are  expected  to  be  used  during 
more  than  one  reporting  period. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  recognised  as  an  asset  when; 

• it  is  probable  that  future  economic  benefits  or  service  potential  associated  with  the  item  will  flow  to  the 
municipality;  and 

• the  cost  or  fair  value  of  the  item  can  be  measured  reliably. 

Property,  plant  and  equipment  is  initially  measured  at  cost. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  the  purchase  price  and  other  costs  attributable  to  bring  the  asset  to  the 
location  and  condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  management.  Trade  discounts  and 
rebates  are  deducted  in  arriving  atthe  cost. 

Where  an  asset  rs  acquired  through  a non-exchange  transaction,  Its  cost  is  its  fair  vaiue  as  at  date  of  acquisition. 

Where  an  item  of  property,  plant  and  equipment  is  acquired  in  exchange  for  a non-monetary  asset  or  assets,  or  a combination 
of  assets  and  non-monetary  assets,  the  asset  acquired  is  initially  measured  at  fair  value  (the  cost).  If  the  acquired  item's  falr 
value  was  not  determinable,  if s deemed  cost  is  the  carrying  amount  of  the  asset(s)  given  up. 

The  initial  estimate  of  the  costs  of  dismantling  and  removing  the  item  and  restoring  the  site  on  which  it  is  located  is  also 
included  in  the  cost  of  property,  plant  and  equipment,  where  the  entity  is  obligated  to  incur  such  expenditure,  and  wherethe 
obligation  arises  as  a result  of  acquiring  the  asset  or  using  it  for  purposes  other  than  the  production  of  inventories. 

Recognition  of  costs  in  the  carrying  amount  of  an  item  of  property,  plant  and  equipment  ceases  when  the  item  is  in  the  location 
and  condition  necessary  for  itto  be  capable  of  operating  in  the  manner  intended  by  management. 

Major  spare  parts  and  stand  by  equipment  which  are  expected  to  be  used  fbr  more  than  one  period  are  included  in  property, 
plant  and  equlpment.  In  addition,  spare  parts  and  stand  by  equipment  which  can  only  be  used  in  connection  with  an  item  of 
property,  plant  and  equipment  are  accounted  for  as  property,  plant  and  equipment 

Major  inspection  costs  which  are  a condition  of  continuing  use  of  an  item  of  property,  plant  and  equipment  and  which  meet  the 
recognition  criteria  above  are  included  as  a replacement  in  the  cost  of  the  item  of  property,  plant  and  equipment.  Any  remaining 
inspection  costs  from  the  previous  inspection  are  derecognised. 

Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any  impairment  losses.  Land  is  not 
depreciated  as  it  is  deemed  to  have  an  indefinite  usefu!  life. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 

Accounting  Policies 


1 .5  Property,  plant  and  equipment  (continued) 

Property,  plant  and  equipment  are  depreciated  on  the  straight  line  basis  over  their  expected  useful  lives  to  their  estimated 
residual  value.  All  assets  that  qualify  as  minor  assets  are  depreciated  in  full  in  the  year  in  which  they  were  acquired  . 

The  useful  lives  of  items  of  property,  piant  and  equipment  have  been  assessed  as  follows: 


Item 

Average  useful  life 

Land 

• Land 

indefinite 

ɓuildings 

• Dwellings 

30  Years 

• Car  ports 

15  Years 

• Fence 

25  Years 

Plant  and  machinery 

• Machinery 

4 Years 

Furniture  and  fixtures 

• Furniture 

7 Years 

Motor  vehicles 

• Private  Motor  Vehicles 

7 Years 

• Bakkies/  Double  Cabs 

10  Years 

• Trailers/TLB 

10  Years 

Office  equipment 

• Computer  Equipment 

10  Years 

IT  equipment 

• Computer  Hardware 

5 Years 

• IT  network 

7 Years 

Infrastructure 

* Dwellings 

30  Years 

^ Bus  Shelters 

15  Years 

* Transformers 

50  Years 

* Cables 

45  Years 

" Lines  Overheads 

30  Years 

■ Feeder  Panel 

40  Years 

* Festive  Lights 

10  Years 

• Asphalt  Paved  Roads 

20  Years 

• Asphalt  Surface  Roads 

50  Years 

• Unpaved  Roads 

30  Years 

• Landfill  Site 

50  Years 

Community 

« Non  Residential  ɓuildings 

30  Years 

• Cemetries 

15  Years 

• Cemetry  Parking 

30  Years 

Other  property,  plant  and  equipment 

• Stoves 

10  Years 

• Street  Llghts 

40  Years 

Other  equipment 

• Advertising  Equipments 

10  Years 

• Traffic  Equipments 

7 Years 

• Speed  Equipments 

6 Years 

Items  of  property,  plant  and  equipment  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  further  economic 
benefits  or  service  potential  expected  from  the  use  ordisposal  of  the  asset. 

The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is  included  in  surplus  or  deficit  when 
the  item  is  derecognised,  The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is 
determined  as  the  difference  between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount  of  the  item. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 

Accounting  Policies 


1.6  Intangible  assets 

An  asset  is  identifiable  if  it  either: 

» is  separable,  i.e.  is  capable  of  being  separated  or  divided  trom  an  entity  and  sold,  transferred,  licensed,  rented  or 
exchanged,  either  individually  ortogether  with  a related  contract,  identifiable  assets  or  liability,  regardless  of 
whether  the  entlty  intends  to  do  so;  or 

• arises  from  binding  arrangements  ^nduding  hghts  from  contracts),  regardless  of  whether  those  hghts  are 
transferable  orseparable  from  the  municipality  orfrom  other  rights  and  obligations. 

A binding  arrangement  describes  an  arrangement  that  confers  similar  hghts  and  obligations  on  the  parties  to  it  as  if  it  were  in 
the  form  of  a contract 

An  intangible  asset  is  recognised  when: 

• it  is  probable  that  the  expected  future  economic  benefits  or  service  potential  that  are  attributable  to  the  asset  will 
flow  to  the  munidpality:  and 

• the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 

Where  an  intangible  asset  is  acquired  through  a non»exchange  transaction,  its  initial  cost  at  the  date  of  acquisition  is  measured 
at  its  fair  value  as  at  that  date. 

An  intangible  asset  is  regarded  as  having  an  indefinite  useful  life  when,  based  on  all  relevant  factors,  there  is  no  foreseeable 
limit  to  the  pehod  over  which  the  asset  is  expected  to  generate  net  cash  inflows  or  service  potential,  Amortisation  is  not 
provided  fbr  these  intangible  assets,  but  they  are  tested  for  impainment  annually  and  whenever  there  is  an  indication  that  the 
asset  may  be  impaired.  For  all  other  intanglble  assets  amortisation  is  provided  on  a straight  line  basis  over  their  useful  life. 

The  amortisation  pehod  and  the  amortisation  method  for  intangible  assets  are  reviewed  ateach  reporting  date. 

Reassessing  the  useful  life  of  an  intangible  asset  with  a finite  useful  life  after  It  was  classified  as  indefinite  is  an  indicator  that 
the  asset  may  be  impaired.  As  a resuit  the  asset  is  tested  for  impairment  and  the  remaining  carrying  amount  is  amortised  over 
its  useful  life. 

Internally  generated  brands,  mastheads,  publishing  titles,  customer  lists  and  items  similar  in  substance  are  not  recognised  as 
intangible  assets, 

Internally  generated  goodwili  is  not  recognised  as  an  intangible  asset. 

Amortisation  is  provided  to  write  down  the  intangible  assets,  on  a straight  line  basis,  to  their  residual  values  as  follows: 

Item  Useful  life 

Licenses  lOYears 

Computer  software,  other  5 Years 

Intangible  assets  are  derecognised: 

• on  disposal;  or 

• when  no  future  economic  benefits  or  servtce  potential  are  expected  from  its  use  or  disposal. 

The  gain  or  loss  is  the  difference  between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount.  It  is  recognised  in 
surplus  or  deficit  when  the  asset  is  derecognised. 

1.7  Heritage  assets 

Heritage  assets  are  assets  that  have  a cultural,  environmental,  historical,  natural,  scientific,  technological  or  artistic  significance 
and  are  held  indefinitely  for  the  benefit  of  present  and  future  generations. 

Recognition 

The  municipality  recognises  a heritage  asset  as  an  asset  if  it  is  probable  that  future  economic  benefits  or  service  potential 
associated  with  the  asset  will  flow  to  the  municipality,  and  the  cost  or  fair  value  of  the  asset  can  be  measured  reliably. 
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1 .7  Heritage  assets  (continued) 

Initial  measurement 

Hehtage  assets  are  measured  at  cost. 

Where  a heritage  asset  is  acquired  through  a non-exchange  transaction,  its  cost  is  measured  at  its  fair  value  as  at  the  date  of 
acquisition. 

Subsequent  measurement 

After  recognition  as  an  asset,  a class  of  heritage  assets  is  carried  at  its  cost  less  any  accumulated  impairment  losses. 

After  recognition  as  an  asset,  a cfass  of  heritage  assets,  whose  fair  vafue  can  be  measured  reliably,  is  carried  at  a revalued 
amount,  being  its  fair  value  at  the  date  of  the  revaluation  less  any  subsequent  impairment  losses. 

If  a heritage  asset’s  carrying  amount  is  increased  as  a result  of  a revaiuation,  the  increase  is  credited  directfy  to  a revaluation 
surplus.  However,  the  increase  is  recognised  in  surplus  or  deficitto  the  extentthat  it  reverses  a revaluation  decrease  of  the 
same  heritage  asset  previously  recognised  in  surpius  or  deficit. 

If  a heritage  asset’s  carrying  amount  is  decreased  as  a resuft  of  a revaluation,  the  decrease  is  recognised  in  surplus  or  deficit. 
However,  the  decrease  is  debited  directly  to  a revafuation  surplus  to  the  extent  of  any  credit  balance  existing  in  the  revaluation 
surplus  in  respect  of  that  heritage  asset. 

Impafrment 

The  municipality  assess  at  each  reporting  date  whether  there  is  an  indication  that  it  may  be  impaired.  If  any  such  indication 
exists,  the  municipality  estimates  the  recoverabfe  amount  orthe  recoverable  service  amount  of  the  heritage  asset. 

Transfers 

Transfers  from  heritage  assets  are  only  made  when  the  particular  asset  no  longer  meets  the  definition  of  a heritage  asset 
Transfers  to  heritage  assets  are  only  made  when  the  asset  meets  the  definition  of  a heritage  asset. 

Derecognition 

The  municipality  derecognises  heritage  asset  on  disposal,  or  when  no  future  economic  benefits  or  service  potential  are 
expected  from  its  use  or  disposal. 

The  gain  or  loss  arising  from  the  derecognition  of  a heritage  asset  is  detemnined  as  the  difference  between  the  net  disposaf 
proceeds,  if  any,  and  the  carrying  amount  of  the  heritage  asset.  Such  difference  is  recognised  in  surpfus  or  deficit  when  the 
heritage  asset  is  derecognfsed. 

1.8  Financial  instruments 

A financial  instrument  is  any  contract  that  gives  rise  to  a financial  asset  of  one  entity  and  a financial  fiability  or  a residual 
interest  of  another  entity. 

The  amortised  cost  of  a financial  asset  or  financial  liability  is  the  amount  at  which  the  financial  asset  or  financial  liability  is 
measured  at  initial  recognition  minus  principal  repayments,  plus  or  minus  the  cumulative  amortisation  using  the  effective 
interest  method  of  any  difference  between  that  initial  amount  and  the  maturity  amount,  and  minus  any  reduction  (directly  or 
through  the  use  of  an  aflowance  account)  for  impairment  or  uncoliectibility. 

Credit  risk  is  the  risk  that  one  party  to  a financial  instrument  will  cause  a financial  loss  for  the  other  party  by  failing  to  dfscharge 
an  obligation. 

Currency  risk  is  the  risk  that  the  fair  vafue  or  future  cash  flows  of  a financial  instrument  will  fluctuate  because  of  changes  in 
foreign  exchange  rates. 

Derecognition  is  the  removal  of  a previously  recognised  financial  asset  or  financial  liability  from  an  entity's  statement  of 
financial  position. 
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1.8  Financial  instruments  (contfnued) 

A derivative  is  a financial  instrument  or  other  contract  with  all  three  of  the  foliowing  characteristics: 

• Its  value  changes  in  response  to  the  change  in  a specified  interest  rate,  financial  instrument  price,  commodity  price, 
foreign  exchange  rate,  index  of  prices  or  rates.  credit  rating  or  credit  index,  or  other  variable,  provided  in  the  case  of 
a non-financiai  vahable  that  the  variable  is  not  specific  to  a party  to  the  contract  (sometimes  called  the  'underlying'), 

• It  requires  no  initial  net  investment  or  an  initiai  net  investment  that  is  smailerthan  would  be  required  for  other  types 
of  contracts  that  would  be  expected  to  have  a similar  response  to  changes  in  market  factors. 

• It  is  settled  at  a future  date. 

The  effective  interest  method  is  a method  of  calculating  the  amortised  cost  of  a financial  asset  or  a financial  liability  (or  group  of 
financial  assets  or  financial  liabilities)  and  of  allocating  the  interest  income  or  interest  expense  over  the  relevant  period.  The 
effective  interest  rate  is  the  rate  that  exactly  discounts  estimated  future  cash  payments  or  receipts  through  the  expected  life  of 
the  financial  instrument  or.  when  appropriate,  a shorter  period  to  the  net  carrying  amount  of  the  financial  asset  or  financial 
liability.  When  calcuiating  the  effective  interest  rate,  an  entity  shall  estimate  cash  flows  considering  all  contractual  terms  of  the 
financial  instrument  (fbr  example,  prepayment,  call  and  similaroptions)  but  shall  not  consider  future  credit  losses.  The 
calculation  includes  all  fees  and  points  paid  or  received  between  parties  to  the  contract  that  are  an  integral  part  of  the  effective 
interest  rate  (see  the  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions),  transaction  costs,  and  all  other  premiums 
or  discounts.  There  is  a presumption  that  the  cash  flows  and  the  expected  life  of  a group  of  similar  financial  instruments  can  be 
estimated  reliably.  However,  in  those  rare  cases  when  it  is  not  possible  to  reliably  estimate  the  cash  flows  or  the  expected  life 
of  a financial  instrument  (or  group  of  financial  instruments).  the  entity  shall  use  the  contractuai  cash  flows  over  the  full 
contractua!  term  of  the  financiaf  instrument  (or  group  of  financial  instruments). 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a liability  settled,  between  knowledgeable  wifling  parties  in 
an  arm's  length  transaction. 

A financial  asset  is; 

• cash; 

“ a residual  interest  of  another  entity;  or 

• a contractual  right  to: 

receive  cash  or  another  financial  asset  from  another  entity;  or 

exchange  financial  assets  or  financial  liabilities  with  another  entity  under  conditions  that  are  potentially 
favourable  to  the  entity. 

A financial  guarantee  contract  is  a contract  that  requires  the  issuer  to  make  specified  payments  to  reimburse  the  holder  for  a 
loss  it  incurs  because  a specified  debtor  fails  to  make  payment  when  due  in  accordance  with  the  original  or  modified  terms  of  a 
debt  instrument 

A financial  liability  is  any  liabiiity  that  is  a contractual  obligation  to: 

• deiiver  cash  or  another  financial  asset  to  another  entity;  or 

• exchange  financial  assets  or  financial  liabilities  under  conditions  that  are  potentially  unfevourable  to  the  entity. 

Interest  rate  risk  Is  the  risk  that  the  fair  vaiue  or  future  cash  flows  of  a finandal  instrument  wili  fluctuate  because  of  changes  in 
market  interest  rates. 

Liquidity  risk  is  the  risk  encountered  by  an  entity  in  the  event  of  difficuity  in  meeting  obligations  associated  with  financial 
liabilities  that  are  settled  by  delivering  cash  or  another  financial  asset. 

Market  risk  is  the  risk  that  the  fair  value  or  future  cash  flows  of  a financial  instrument  will  fluctuate  because  of  changes  in 
market  prices.  Market  risk  comprises  three  types  of  risk:  currency  risk,  interest  rate  risk  and  other  price  risk. 

Other  price  risk  is  the  risk  that  the  feir  value  or  future  cash  flows  of  a financial  instrument  wiil  fluctuate  because  of  changes  in 
market  prices  (other  than  those  arising  from  interest  rate  risk  or  currency  risk),  whether  those  changes  are  caused  by  fectors 
specificto  the  individual  financial  instrument  or  its  issuer,  orfactors  affecting  all  similarfinanciai  instruments  traded  in  the 
market 

A financia!  asset  is  past  due  when  a counterparty  has  feiled  to  make  a payment  when  contractually  due. 

A residual  interest  ts  any  contract  that  manifests  an  interest  in  the  assets  of  an  entity  after  deducting  all  of  its  liabilities.  A 
residual  interest  includes  contributions  from  owners,  which  may  be  shown  as: 

• equity  instruments  or  similar  fdrms  of  unitised  capital; 
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1.8  Financial  instruments  (continued) 

• a fbrmal  designation  of  a transfer  of  resources  (or  a class  of  such  transfers)  by  the  parties  to  the  transaction  as 
forming  part  of  an  entity’s  net  assets,  either  befdre  the  conthbution  occurs  or  at  the  time  of  the  contribution;  or 

^ a fomnal  agreement,  in  relation  to  the  contribution,  establishing  or  increasing  an  existing  financial  interest  in  the  net 
assets  of  an  entity. 

Transaction  costs  are  incrementai  costs  that  are  directly  attributable  to  the  acquisition,  issue  or  disposal  of  a financial  asset  or 
financial  liability.  An  incremental  cost  is  one  that  would  not  have  been  incurred  if  the  entlty  had  not  acquired,  issued  or 
disposed  of  the  financial  instrument. 

Financial  instruments  at  amortised  cost  are  non-derivative  financial  assets  or  non-derivative  financial  liabilities  that  have  fixed 
or  determinable  payments,  excluding  those  instruments  that: 

• the  entity  designates  at  fair  vaiue  at  initial  recognition;  or 

• are  held  fortrading. 

Financial  instruments  at  cost  are  investments  in  residual  interests  that  do  not  have  a quoted  market  phce  in  an  active  market, 
and  whose  fair  value  cannot  be  reliably  measured, 

Financial  instruments  at  fair  value  comprise  finandai  assets  or  financial  liabilities  that  are; 

• derivatives; 

• combined  instruments  that  are  designated  at  fair  value; 

• instruments  held  for  trading.  A finandal  instrument  is  held  for  trading  if: 

it  is  acquired  or  incurred  prindpally  for  the  purpose  of  selling  or  repurchasing  it  in  the  near-term;  or 
on  initial  recognition  it  is  part  of  a portfolio  of  identified  financial  instruments  that  are  managed  together  and  for 
which  there  is  evidence  of  a recent  actual  pattern  of  short  term  profit-taking; 

non-dehvative  financial  assets  or  finandal  liabilities  with  fixed  or  determinable  payments  that  are  designated  at 
fair  value  at  initiai  recognition;  and 

financial  instruments  that  do  not  meet  the  deffnition  of  finandai  instruments  at  amortised  cost  or  finandal 
instruments  at  cost. 

Initial  recognition 

The  entlty  recognises  a finandal  asset  or  a financial  liability  in  its  statement  of  finandal  position  when  the  entity  becomes  a 
party  to  the  contractual  provisions  of  the  instrument. 

The  entity  recognises  financial  assets  using  trade  date  accounting. 

Initiai  measurement  of  financial  assets  and  financiai  liabjlities 

The  entity  measures  a financial  asset  and  finandal  liabiiity  initially  at  its  fair  value  plus  transaction  costs  that  are  directly 
atthbutable  to  the  acquisition  or  issue  of  the  financial  asset  orfinancial  liability. 

The  entity  measures  a financlal  asset  and  finandal  liability  initially  at  its  fair  value  [if  subsequently  measured  at  fair  value], 

The  entity  first  assesses  whether  the  substance  of  a concessionary  loan  is  in  fact  a loan.  On  initial  recognition,  the  entity 
analyses  a concessionary  loan  into  its  component  parts  and  accounts  fbr  each  component  separately.  The  entity  accounts  fbr 
that  part  of  a concessionary  loan  that  is; 

■ a social  benefit  in  accordance  with  the  Framework  for  the  Pneparation  and  Presentation  of  Finandal  Statements, 
where  it  is  the  issuer  of  the  loan;  or 

• non-exchange  revenue,  in  accordance  with  the  Standard  of  GRAP  on  Revenue  from  Non-exchange  Transactions 
(Taxes  and  Transfers),  where  it  is  the  redpient  of  the  loan. 

Subsequent  measurement  of  financial  assets  and  financial  liabilities 

The  entity  measures  all  frnancial  assets  and  financial  liabilities  after  initial  recognltion  using  the  following  categories: 

• Financial  instruments  at  fair  value. 

• Financial  instruments  at  amortised  cost. 

• Financial  instruments  at  cost. 

All  financial  assets  measured  at  amortised  cost,  or  cost,  are  subjectto  an  impaimnent  review. 
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1.8  Financial  instruments  (continued) 

Derecognition 
Financiai  assets 

The  entity  derecognises  financiai  assets  using  trade  date  accounting. 

The  entity  derecognises  a financial  asset  only  when; 

• the  contractual  rights  to  the  cash  flows  from  the  financial  asset  expire,  are  settled  or  waived; 

• the  entity  transfers  to  another  party  substantiaily  all  of  the  risks  and  rewards  of  ownership  of  the  financial  asset;  or 

^ the  entity,  despite  having  retained  some  significant  risks  and  rewands  of  ownership  of  the  financial  asset,  has 

transferred  control  of  the  asset  to  another  party  and  the  other  party  has  the  practical  ability  to  sell  the  asset  in  its 
entirety  to  an  unrelated  third  party,  and  is  able  to  exercise  that  ability  unilaterally  and  without  needing  to  impose 
additional  restrictions  on  the  transfer  In  this  case,  the  entity ; 
derecognise  the  asset;  and 

recognise  separately  any  rights  and  obligations  created  or  retained  in  the  transfer. 

The  carrying  amounts  of  the  transferred  asset  are  allocated  between  the  rights  or  obligations  retained  and  those  transferred  on 
the  basis  of  their  relative  fair  values  at  the  transfer  date.  Newly  created  rights  and  obligations  are  measured  at  their  fair  values 
at  that  date.  Any  difference  between  the  consideration  received  and  the  amounts  recognised  and  derecognised  is  recognised 
in  surplus  ordeficit  in  the  period  of  the  transfer. 

If  the  entity  transfers  a financial  asset  in  a transfer  that  qualifies  for  derecognition  in  its  entirety  and  retains  the  right  to  service 
the  financial  asset  for  a fee,  it  recognlse  either  a servicing  asset  or  a servicing  liability  fbr  that  servicing  contract.  If  the  fee  to  be 
received  is  not  expected  to  compensate  the  entity  adequately  for  performing  the  servicing,  a servicing  liability  for  the  servicing 
obligation  is  recognised  at  its  fair  value.  If  the  fee  to  be  received  is  expected  to  be  more  than  adequate  compensation  forthe 
servicing,  a servicing  asset  is  recognised  forthe  servicing  right  at  an  amount  determined  on  the  basis  of  an  allocation  of  the 
carrying  amount  of  the  larger  financial  asset. 

If,  as  a result  of  a transfer,  a financial  asset  is  derecognised  in  its  entirety  but  the  transfer  results  in  the  entity  obtaining  a new 
financial  asset  or  assuming  a new  financial  liability,  or  a servicing  liability,  the  entity  recognise  the  new  financial  asset,  financial 
liability  or  servicing  iiability  at  feir  value. 

On  derecognition  of  a financial  asset  in  its  entirety,  the  difference  between  the  carrying  amount  and  the  sum  of  the 
consideration  received  is  recognised  in  surplus  or  deficit. 

If  the  transferred  asset  is  part  of  a larger  financial  asset  and  the  part  transferred  qualifies  fbr  derecognition  in  its  entirety,  the 
previous  carrying  amount  of  the  larger  financial  asset  is  allocated  between  the  part  that  continues  to  be  recognised  and  the  part 
that  is  derecognised,  based  on  the  relative  feir  values  of  those  parts,  on  the  date  of  the  transfer.  For  this  purpose,  a retained 
servicing  asset  is  treated  as  a part  that  continues  to  be  recognlsed.  The  difference  between  the  carrying  amount  allocated  to 
the  part  derecognised  and  the  sum  of  the  consideration  received  for  the  part  derecognised  is  recognised  in  surplus  or  deficlt. 

If  a transferdoes  not  result  in  derecognition  because  the  entity  has  retained  substantially  all  the  risks  and  rewards  of  ownership 
of  the  transferred  asset,  the  entity  continue  to  recognise  the  transferred  asset  in  Its  entirety  and  recognise  a financial  liability  for 
the  consideration  received.  1n  subsequent  periods,  the  entity  recognises  any  revenue  on  the  transferred  asset  and  any  expense 
incurred  on  the  financial  [iabillty.  Neither  the  asset,  and  the  associated  liability  nor  the  revenue,  and  the  associated  expenses 
are  offset. 

Financial  liabilities 

The  entity  removes  a financial  liability  (or  a part  of  a financial  iiability)  from  its  statement  of  financial  position  when  it  is 
extinguished  — i.e.  when  the  obiigation  specified  in  the  contract  is  discharged,  cancelied,  expires  orwaived, 

An  exchange  between  an  existing  borrower  and  lender  of  debt  instruments  with  substantially  different  terms  is  accounted  fbr  as 
having  extinguished  the  originai  flnancial  liability  and  a new  financial  liability  is  recognised.  Similarly,  a substantial  modification 
of  the  terms  of  an  existlng  finandal  liability  or  a part  of  it  is  accounted  for  as  having  extinguished  the  original  financial  liabiiity 
and  having  recognised  a new  financial  liability. 
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1.8  Financial  instruments  (continued) 

The  difference  between  the  carrying  amount  of  a financial  liabflity  (or  part  of  a financial  liability)  extinguished  or  transferred  to 
another  party  and  the  consideration  paid,  including  any  non-cash  assets  transferred  or  liabilities  assumed,  is  recognised  in 
surplus  or  deficit.  Any  liabilities  that  are  waived,  forgiven  or  assumed  by  another  entity  by  way  of  a non-exchange  transaction 
are  accounted  for  in  accordance  with  the  Standard  of  GRAP  on  Revenue  from  Non-exchange  Transactions  (Taxes  and 
Transfers). 

Presentation 

Interest  relating  to  a financial  instrument  or  a component  that  is  a financial  iiability  is  recognised  as  revenue  or  expense  in 
surplus  or  deficit 

Dividends  or  similar  distributions  relating  to  a financiai  instrument  or  a component  that  is  a financial  liability  is  recognised  as 
revenue  or  expense  in  surplus  or  deficit 

Losses  and  gains  relating  to  a financial  instrument  or  a component  that  is  a financial  liabiiity  is  recognised  as  revenue  or 
expense  in  surplus  ordeficit 

Distributions  to  holders  of  residual  interests  are  debited  by  the  entity  directly  to  net  assets,  net  of  any  related  income  tax  benefit 
[where  applicable].  Transaction  costs  incurred  on  residual  interests  is  accounted  fbr  as  a deduction  from  net  assets,  net  of  any 
related  income  tax  benefit  [where  applicable]. 

A financial  asset  and  a financial  liability  are  only  offeet  and  the  net  amount  presented  in  the  statement  of  financial  position 
when  the  entity  currently  has  a legally  enforceable  right  to  set  off  the  recognised  amounts  and  intends  either  to  settle  on  a net 
basis,  or  to  realise  the  asset  and  settfe  the  liability  simultaneousfy. 

In  accounting  for  a transfer  of  a financial  asset  that  does  not  qualify  for  derecognition,  the  entity  does  not  offset  the  transferred 
asset  and  the  associated  liability. 

1.9  Leases 

A lease  is  classified  as  a finance  lease  if  it  transfers  substantially  al)  the  hsks  and  rewards  incidental  to  ownership.  A lease  is 
classiffed  as  an  operating  lease  if  it  does  not  transfer  substantially  all  the  risks  and  rewards  incidental  to  ownership. 

When  a lease  includes  both  land  and  buildings  elements,  the  entity  assesses  the  classification  of  each  element  separately. 

Flnance  leases  - lessee 

Finance  leases  are  recognised  as  assets  and  liabilities  in  the  statement  of  financial  position  at  amounts  equal  to  the  fair  vafue 
of  the  leased  property  or,  if  lower,  the  present  value  of  the  minimum  lease  payments.  The  corresponding  liability  to  the  lessor  is 
included  in  the  statement  of  financial  position  as  a finance  lease  obligation. 

The  discount  rate  used  in  calculating  the  present  value  of  the  minimum  lease  payments  is  the  . 

Minimum  lease  payments  are  apportioned  between  the  finance  charge  and  reduction  of  the  outstanding  liability.  The  finance 
charge  is  allocated  to  each  period  during  the  lease  tenm  so  as  to  produce  a constant  periodic  rate  of  on  the  remaining  balance 
of  the  liability. 

Any  contingent  rents  are  expensed  in  the  period  in  which  they  are  incurred. 
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1.9  Leases  (continued) 

Operating  leases  - lessor 

Operating  iease  revenue  is  recognised  as  revenue  on  a straight-line  basis  over  the  lease  term. 

Initial  direct  costs  incurred  in  negotiating  and  arranging  operatlng  leases  are  added  to  the  carrying  amount  of  the  leased  asset 
and  recognised  as  an  expense  over  the  lease  term  on  the  same  basis  as  the  lease  revenue. 

The  aggregate  cost  of  incentives  is  recognised  as  a reduction  of  rental  revenue  over  the  lease  term  on  a straight-line  basis. 
The  aggregate  benefit  of  incentives  is  recognised  as  a reduction  of  rental  expense  over  the  lease  term  on  a straighHine  basis. 
Income  for  leases  is  disclosed  under  revenue  in  statement  of  financial  performance. 

Operating  leases  - lessee 

Operating  lease  payments  are  recognised  as  an  expense  on  a straight-line  basis  overthe  lease  term.  The  difference  between 
the  amounts  recognised  as  an  expense  and  the  contractual  payments  are  recognised  as  an  operating  lease  asset  or  liability. 

1.10  Inventorres 

Inventories  are  initially  measured  at  cost  except  where  inventories  are  acquired  through  a non-exchange  transaction,  then  their 
costs  are  their  fair  value  as  at  the  date  of  acquisition. 

Subsequently  inventories  are  measured  atthe  lower  of  cost  and  net  realisable  value. 

Inventories  are  measured  at  the  lower  of  cost  and  current  replacement  cost  where  they  are  held  for; 

• distribution  at  no  charge  or  for  a nominal  charge;  or 

• consumption  in  the  production  process  of  goods  to  be  distributed  at  no  charge  or  fbr  a nominal  charge. 

Net  realisable  value  is  the  estimated  selling  price  in  the  ordinary  course  of  operations  less  the  estimated  costs  of  completion 
and  the  estimated  costs  necessary  to  make  the  sale,  exchange  or  distribution. 

Current  replacement  cost  is  the  cost  the  municipality  incurs  to  acquire  the  asset  on  the  reporting  date, 

The  cost  of  inventories  comprises  of  all  costs  of  purchase,  costs  of  conversion  and  other  costs  incurred  in  bringing  the 
inventories  to  their  present  location  and  condition. 

The  cost  of  inventories  of  items  that  are  not  ordinarify  interchangeable  and  goods  or  services  produced  and  segregated  for 
specific  projects  is  assigned  using  specific  identification  of  the  individual  costs. 

The  cost  of  inventorles  is  assigned  using  the  weighted  average  cost  fbrmula.  The  same  cost  formula  is  used  fbr  all  inventories 
having  a similar  nature  and  use  to  the  municipality. 

1.11  Constmction  contracts  and  receivables 

Construction  contract  is  a contract.  or  a similar  binding  arrangement  specifically  negotiated  forthe  construction  of  an  asset  or 
a combination  of  assets  that  are  closely  interrelated  or  interdependent  in  terms  of  their  design,  technology  and  function  or  their 
ultimate  purpose  or  use. 

Contractor  is  an  entity  that  performs  construction  work  pursuant  to  a construction  contract. 

Cost  plus  or  cost  based  contract  is  a construction  contract  in  which  the  contractor  is  reimbursed  fbr  allowable  or  otherwise 
defined  costs  and,  in  the  case  of  a commercially-based  contract,  an  additionaj  percentage  of  these  costs  or  a fixed  fee,  if  any. 

Fixed  price  contract  is  a construction  contract  in  which  the  contractor  agrees  to  a fixed  contract  price,  or  a fixed  rate  per  unit  of 
output,  which  in  some  cases  is  subject  to  cost  escalation  clauses. 

A contractor  is  an  entity  that  enters  into  a contract  to  build  structures,  construct  facilities,  produce  goods,  or  render  services  to 
the  specifications  of  another  entity  either  itself  or  through  the  use  of  sub-contractors.  The  term  “contractor"  thus  indudes  a 
general  or  prime  contractor,  a subcontractorto  a general  contractor,  or  a construction  manager. 
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1.11  Construction  contracts  and  receivables  (continued) 

The  entity  assesses  the  terms  and  conditions  of  each  contract  concluded  with  customers  to  establish  whether  the  contract  is  a 
construction  contract  or  not.  In  assessing  whether  the  contract  is  a construction  contract,  an  entity  considers  whether  it  is  a 
contractor. 

Where  the  outcome  of  a construction  contract  can  be  estimated  reliably,  contract  revenue  and  costs  are  recognised  by 
reference  to  the  stage  of  completion  of  the  contract  activity  at  the  reporting  date,  as  measured  by  . 

Variations  in  contract  work,  daims  and  incentive  payments  are  included  to  the  extent  that  they  have  been  agreed  with  the 
customer. 

When  the  outcome  of  a construction  contract  cannot  be  estimated  reliably,  contract  revenue  is  recognised  to  the  extent  that 
contract  costs  incurred  are  recoverable.  Contract  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred. 

When  it  is  probable  that  totai  contract  costs  will  exceed  total  contract  revenue,  the  expected  deficit  is  recognised  as  an 
expense  immediately. 

1.12  Impairment  of  cash-generating  assets 

Cash-generating  assets  are  those  assets  held  by  the  municipality  with  the  prlmary  objective  of  generating  □ commercial  return, 
When  an  asset  is  deployed  in  a manner  consistent  with  that  adopted  by  a profit-orientated  entity,  it  generates  a commercial 
return. 

Impairment  is  a loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and  above  the  systematic  recognition 
of  the  loss  of  the  asset’s  future  economic  benefits  or  service  potential  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumulated  depreciation  and  accumulated  impairment  losses  thereon. 

A cash-generating  unit  is  the  smallest  identifiable  group  of  assets  held  with  the  primary  objective  of  generating  a commercial 
return  that  generates  cash  inflows  from  continuing  use  that  are  largely  independent  of  the  cash  infiows  from  other  assets  or 
groups  of  assets. 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset,  excluding  finance  costs  and  income  tax 
expense. 

Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset  over  its  useful  life. 

Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  saJe  of  an  asset  in  an  arm's  length  transaction  between 
knowledgeable,  willing  parties,  less  the  costs  of  disposal. 

Recoverabie  amount  of  an  asset  or  a cash-generating  unit  is  the  higher  its  fair  value  less  costs  to  sell  and  its  value  in  use. 
Useful  life  is  either: 

(a)  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality;  or 

(b)  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  municipality. 

Criteria  developed  by  the  municipality  to  distinguish  cash-generating  assets  from  non-cash-generating  assets  are  as  follow: 

Identification 

When  the  carrying  amount  of  a cash-generating  asset  exceeds  its  recoverable  amount,  it  is  impaired. 

The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  a cash-generating  asset  may  be 
impaired,  If  any  such  indication  exists,  the  municipality  estimates  the  recoverable  amount  of  the  asset. 

Irrespective  of  whether  there  is  any  indication  of  impairment,  the  municipality  aJso  test  a cash-generating  intangible  asset  with 
an  indefinite  useful  life  or  a cash-generating  intangible  asset  not  yet  available  for  use  for  impairment  annually  by  comparing  its 
carrying  amount  with  its  recoverable  amount.  This  impairment  test  Is  performed  at  the  same  time  every  year.  If  an  intangibie 
asset  was  initiaily  recognised  during  the  current  reporting  period,  that  intangible  asset  was  tested  fbr  impairment  before  the  end 
of  the  current  reporting  period. 
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1.12  Impairment  of  cash-generating  assets  (continued) 

Value  in  use 

Value  in  use  of  a cash-generating  asset  is  the  present  value  of  the  estimated  future  cash  flows  expected  to  be  derived  firom  the 
continuing  use  of  an  asset  and  from  its  disposal  at  the  end  of  its  useful  life. 

When  estimating  the  value  in  use  of  an  asset,  the  municipality  estrmates  the  future  cash  inflows  and  outflows  to  be  derived 
from  continuing  use  of  the  asset  and  from  its  ultimate  disposa!  and  the  municipality  applies  the  appropriate  discount  rate  to 
those  future  cash  flows. 

Basis  for  estimates  of  future  cash  fiows 

in  measuring  value  in  use  the  municipality; 

• base  cash  flow  projections  on  reasonable  and  suppoilable  assumptions  that  represent  management's  best  estimate 
of  the  range  of  economic  conditions  that  will  exist  overthe  remaining  useful  iife  of  the  asset.  Greater  weight  is  given 
to  externai  evidence; 

• base  cash  flow  projections  on  the  most  i^cent  approved  financial  budgets/forecasts,  but  excludes  any  estimated 
future  cash  inflows  or  outflows  expected  to  arise  from  future  restructuring's  or  from  improving  or  enhancing  the 
asset's  perfbrmance.  Projections  based  on  these  budgets/forecasts  covers  a maximum  period  of  five  years,  unless  a 
longer  period  can  be  justified;  and 

■ estimate  cash  flow  projections  beyond  the  period  covered  by  the  most  recent  budgets/forecasts  by  extrapolating  the 
projections  based  on  the  budgets/forecasts  using  a steady  or  declining  growth  rate  for  subsequent  years,  uniess  an 
increasing  rate  can  be  justified.  This  growth  rate  does  not  exceed  the  long-term  average  growth  rate  for  the 
products,  industries,  or  country  or  countries  in  which  the  entity  operates,  or  for  the  market  in  which  the  asset  is  used, 
unless  a higher  rate  can  be  justified. 

Composition  of  estimates  of  future  cash  flows 

Estimates  of  future  cash  flows  include: 

• projections  of  cash  inflows  from  the  continuing  use  of  the  asset; 

■ projections  of  cash  outflows  that  are  necessarily  incurred  to  generate  the  cash  inflows  from  continuing  use  of  the 
asset  (including  cash  outflows  to  prepare  the  asset  fbr  use)  and  can  be  directly  attributed,  or  allocated  on  a 
reasonable  and  consistent  basis,  to  the  asset;  and 

^ net  cash  flows,  if  any,  to  be  received  (or  paid)  for  the  disposal  of  the  asset  at  the  end  of  its  usefu!  life. 

Estimates  of  future  cash  flows  exclude: 

• cash  inflows  or  outflows  from  financing  activities;  and 

• income  tax  receipts  or  payments. 

The  estimate  of  net  cash  flows  to  be  received  (or  paid)  for  the  disposal  of  an  asset  at  the  end  of  its  useful  life  is  the  amount  that 
the  municipality  expects  to  obtain  from  the  disposal  of  the  asset  in  an  arm's  length  transaction  between  knowledgeable,  willing 
parties,  after  deducting  the  estimated  costs  of  disposal. 

Recognition  and  measurement  (individuai  asset) 

if  the  recoverable  amount  of  a cash-generating  asset  is  iess  than  its  carrying  amount,  the  carrying  amount  of  the  asset  is 
reduced  to  its  recoverable  amount.  This  reduction  is  an  impairment  loss. 

An  impairment  loss  is  recognised  immediately  in  surplus  or  deficit. 

Any  impairment  loss  of  a revalued  cash-generating  asset  is  treated  as  a revaluation  decrease. 

When  the  amount  estimated  for  an  impairment  loss  is  greater  than  the  carrying  amount  of  the  cash-generating  asset  to  which  it 
relates,  the  municipality  recognises  a liability  only  to  the  extent  that  is  a requirement  in  the  Standard  of  GRAP. 

Aflerthe  recognition  of  an  impairment  loss,  the  depreciation  (amortisation)  charge  forthe  cash-generating  asset  is  adjusted  in 
future  periods  to  allocate  the  cash-generating  asset's  revised  carrying  amount,  less  its  residual  value  (if  any),  on  a systematic 
basis  over  its  remaining  useful  life. 
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1.12  Impairment  of  cash'^generating  assets  (continued) 

Cash-generating  units 

if  there  is  any  indication  that  an  asset  may  be  impaired,  the  recoverable  amount  is  estimated  for  the  individual  asset.  If  it  is  not 
possible  to  estimate  the  recoverable  amount  of  the  individual  asset,  the  municipality  determines  the  recoverable  amount  of  the 
cash-generating  unit  to  which  the  asset  belongs  (the  asset's  cash-generating  unit). 

If  an  active  market  exists  for  the  output  produced  by  an  asset  or  group  of  assets,  that  asset  or  group  of  assets  is  identified  as  a 
cash-generating  unit,  even  if  some  or  ali  of  the  ou^ut  is  used  internally.  If  the  cash  inflows  generated  by  any  asset  or  cash- 
generating  unit  are  affected  by  internai  transfer  pricing,  the  municipallty  use  management's  best  estimate  of  future  price{s)  that 
couid  be  achieved  in  arm's  length  transactions  in  estimating: 

• the  future  cash  inflows  used  to  detemnine  the  assefs  or  cash-generating  unit's  value  in  use;  and 

• the  future  cash  outflows  used  to  determine  the  value  in  use  of  any  other  assets  or  cash-generating  units  that  are 
affected  by  the  internal  transfer  pricing. 

Cash-generating  units  are  identified  consistentiy  from  period  to  period  for  the  same  asset  or  types  of  assets,  unless  a change 
is  justified. 

The  carrying  amount  of  a cash-generating  unit  is  detemnined  on  a basis  consistent  with  the  way  the  recoverabie  amount  of  the 
cash-generating  unit  is  determined. 

An  impairment  loss  is  recognised  fbr  a cash-generating  unit  if  the  recoverable  amount  of  the  unit  is  less  than  the  carrying 
amount  of  the  unit.  The  impairment  is  allocated  to  reduce  the  carrying  amount  of  the  cash-generating  assets  of  the  unit  on  a 
pro  rata  basis,  based  on  the  carrying  amount  of  each  asset  in  the  unit.  These  reductions  in  canying  amounts  are  treated  as 
impairment  losses  on  individual  assets. 

In  allocating  an  impaimnent  loss,  the  entity  does  not  reduce  the  carrying  amount  of  an  asset  below  the  highest  of: 

• its  fair  value  less  costs  to  sell  (if  determinable); 

• its  value  in  use  (if  determinable);  and 

• zero. 

The  amount  of  the  impairment  loss  that  would  otherwise  have  been  allocated  to  the  asset  Is  allocated  pro  rata  to  the  other 
cash-generating  assets  of  the  unit. 

Where  a non-cash-generating  asset  contributes  to  a cash-generating  unit,  a proportion  of  the  carrying  amount  of  that  non- 
cash-generating  asset  is  allocated  to  the  carrying  amount  of  the  cash-generating  unit  prior  to  estimation  of  the  recoverable 
amount  of  the  cash-generating  unit. 
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1.12  Impairment  of  cash-generating  assets  (continued) 

Reversal  of  impairment  loss 

The  municipality  assess  ateach  reporting  date  whetherthere  is  any  indication  that  an  impaimnent  loss  recognised  in  phor 
periods  for  a cash-generating  asset  may  no  longer  exist  or  may  have  decreased.  If  any  such  indication  exists,  the  entity 
estimates  the  recoverable  amount  of  that  asset. 

An  impairment  loss  recognised  in  prior  periods  for  a cash-generating  asset  is  reversed  if  there  has  been  a change  in  the 
estimates  used  to  determine  the  asset’s  recoverable  amount  since  the  last  impairment  loss  was  recognised.  The  carrying 
amount  of  the  asset  is  increased  to  its  recoverable  amount.  The  increase  is  a reversal  of  an  impairment  loss.  The  increased 
carrying  amount  of  an  asset  attributable  to  a reversal  of  an  impairment  loss  does  not  exceed  the  carrying  amount  that  would 
have  been  determined  (net  of  depreciation  or  amortisation)  had  no  impairment  ioss  been  recognised  for  the  asset  in  prior 
periods. 

A reversal  of  an  impairment  loss  for  a cash-generating  asset  Is  recognised  immediately  in  surplus  or  deficit. 

Any  reversal  of  an  impairment  loss  of  a revalued  cash-generating  asset  is  treated  as  a revaluation  increase. 

After  a reversal  of  an  impairment  loss  is  recognised,  the  depreciation  (amortisation)  charge  forthe  cash-generating  asset  is 
adjusted  in  future  periods  to  aliocate  the  cash-generating  asset’s  revised  carrying  amount,  less  its  residual  value  (if  any),  on  a 
systematic  basis  over  its  remaining  useful  life. 

A reversal  of  an  impairment  loss  for  a cash-generating  unit  is  allocated  to  the  cash-generating  assets  of  the  unit  pro  rata  with 
the  carrying  amounts  of  those  assets.  These  increases  in  carrying  amounts  are  treated  as  reversals  of  impairment  losses  for 
individual  assets.  No  part  of  the  amount  of  such  a reversal  is  aljocated  to  a non-cash-generating  asset  contributing  service 
potential  to  a cash-generating  unit. 

In  allocating  a reversal  of  an  impairment  loss  for  a cash-generating  unit,  the  carrying  amount  of  an  asset  is  not  increased  above 
the  Jower  of: 

• its  recoverable  amount  (if  determinable);  and 

• the  carrying  amount  that  would  have  been  determined  (net  of  amortisation  or  depreciation)  had  no  impairment  loss 
been  recognised  for  the  asset  in  prior  periods. 

The  amount  of  the  reversal  of  the  impairment  loss  that  would  othenwise  have  been  allocated  to  the  asset  is  allocated  pro  rata  to 
the  other  assets  of  the  unit. 

Redesignation 

The  redesignation  of  assets  from  a cash-generating  asset  to  a non-cash-generating  asset  or  from  a non-cash-generating  asset 
to  a cash-generating  asset  only  occur  when  there  is  clear  evidence  that  such  a redesignatlon  is  appropriate. 

1.13  Impairment  of  non-cash-generating  assets 

Cash-generating  assets  are  those  assets  held  by  the  municipality  with  the  primary  objective  of  generating  a commercial  return. 
When  an  asset  is  deployed  in  a manner  consistent  with  that  adopted  by  a profit-orientated  entity,  it  generates  a commercial 
return. 

Non-cash-generating  assets  are  assets  otherthan  cash-generating  assets. 

Impairment  is  a loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and  above  the  systematic  recognition 
of  the  loss  of  the  asset’s  future  economic  benefits  or  service  potential  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  in  the  statement  of  financial  position  after  deducting  any 
accumulated  depreciation  and  accumuiated  impaimient  losses  thereon. 

A cash-generating  unit  is  the  smallest  identifiable  group  of  assets  held  with  the  primary  objective  of  generating  a commercial 
return  that  generates  cash  inflows  from  continuing  use  that  are  largely  independent  of  the  cash  inflows  from  other  assets  or 
groups  of  assets, 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset,  excluding  finance  costs  and  income  tax 
expense. 
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1.13  Impairment  of  non-cash-generating  assets  (continued) 

Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  depreciable  amount  of  an  asset  over  its  useful  life, 

Fair  value  iess  costs  to  sell  is  the  amount  obtainable  from  the  sale  of  an  asset  in  an  arm's  length  transaction  between 
knowledgeable,  willing  parties,  less  the  costs  of  disposal. 

Recoverable  service  amount  is  the  higher  of  a non-cash-generating  asset’s  fair  value  less  costs  to  sell  and  its  value  in  use. 
Useful  life  is  either: 

(a)  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality;  or 

(b)  the  number  of  production  or  similar  units  expected  to  be  obtained  from  the  asset  by  the  municipality. 

Identification 

When  the  carrying  amount  of  a non-cash-generating  asset  exceeds  its  recoverable  service  amount,  it  is  impaired. 

The  municipality  assesses  at  each  reporting  date  whether  there  is  any  indication  that  a non-cash-generating  asset  may  be 
impaired.  If  any  such  indication  exists,  the  municipality  estimates  the  recoverable  service  amount  of  the  asset. 

Irrespective  of  whether  there  is  any  indication  of  impairment,  the  entity  also  test  a non-cash-generating  intangible  asset  with  an 
indefinite  useful  life  or  a non-cash-generating  intangible  asset  notyet  availabie  fbr  use  for  impairment  annually  by  comparing  its 
carrying  amount  with  its  recoverable  service  amount.  This  impainnent  test  is  performed  at  the  same  time  every  year.  If  an 
intangibie  asset  was  initially  recognised  during  the  current  reporting  period,  that  intangible  asset  was  tested  for  impairment 
before  the  end  of  the  current  reporting  period. 

Recognition  and  measurement 

If  the  recoverable  service  amount  of  a non-cash-generating  asset  is  less  than  its  carrying  amount,  the  carrying  amount  of  the 
asset  is  reduced  to  its  recoverable  service  amount.  This  reduction  is  an  impairment  loss. 

An  impairment  loss  is  recognised  immediately  in  surplus  or  deficit 

Any  impairment  loss  of  a revalued  non-cash-generating  asset  is  treated  as  a revaluation  decrease. 

When  the  amount  estimated  for  an  impairment  loss  is  greater  than  the  carrying  amount  of  the  non-cash-generating  assetto 
which  it  relates,  the  municipality  recognises  a liability  only  to  the  extent  that  is  a requirement  in  the  Standards  of  GRAP. 

Afler  the  recognition  of  an  impaimnent  loss,  the  depreciation  (amortisation)  charge  for  the  non-cash-generating  asset  is 
adjusted  in  future  periods  to  allocate  the  non-cash-generating  asset’s  revised  carrying  amount,  less  its  residual  value  (if  any), 
on  a systematic  basis  over  its  remaining  useful  life. 

Reversal  of  an  impairment  ioss 

The  municipality  assess  at  each  reporting  date  whether  there  is  any  indication  that  an  impairment  loss  recognised  in  prior 
periods  for  a non-cash-generating  asset  may  no  longer  exist  or  may  have  decreased.  if  any  such  indication  exists,  the 
municipality  estimates  the  recoverable  service  amount  of  that  asset. 

An  impairment  loss  recognised  in  prior  periods  fbr  a non-cash-generating  asset  is  reversed  if  there  has  been  a change  in  the 
estimates  used  to  determine  the  asset’s  recoverable  service  amount  since  the  last  impairment  loss  was  recognised.  The 
carrying  amount  of  the  asset  is  increased  to  its  recoverabie  service  amount  The  increase  is  a reversal  of  an  impairment  loss. 
The  increased  carrying  amount  of  an  asset  attributable  to  a reversal  of  an  impairment  loss  does  not  exceed  the  carrying 
amountthat  would  have  been  determined  (net  of  depreciation  or  amortisation)  had  no  impairment  loss  been  recognised  forthe 
asset  in  prior  periods. 

A reversal  of  an  impairment  loss  for  a non-cash-generating  asset  is  recognised  immediately  in  surplus  or  deficit 

Any  reversal  of  an  impairment  loss  of  a revalued  non-cash-generating  asset  is  treated  as  a revaluation  increase, 

Afler  a reversal  of  an  impairment  loss  is  recognised,  the  depreciation  (amortisation)  charge  fbr  the  non-cash-generating  asset 
is  adjusted  in  future  periods  to  allocate  the  non-cash-generating  asset’s  revised  carrying  amount,  less  its  residual  value  (if  any), 
on  a systematic  basis  over  its  remaining  useful  life. 


29 


Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 

Accounting  Policies 


1.13  Impairment  of  non-cash-generatfng  assets  (continued) 

Redesignation 

The  redesignation  of  assets  from  a cash-generating  asset  to  a non-cash-generating  asset  orfrom  a non-cash-generating  asset 
to  a cash-generating  asset  only  occur  when  there  is  clear  evidence  that  such  a redesignation  is  appropriate. 

1.14  Employee  benefits 

Employee  benefits  are  all  forms  of  consideration  given  by  an  entity  in  exchange  forservice  rendered  by  employees. 

A qualifying  insurance  policy  is  an  insurance  policy  issued  by  an  insurer  that  is  not  a related  party  (as  defined  in  the  Standard 
of  GRAP  on  Related  Party  Disclosures)  of  the  reporting  entity,  if  the  proceeds  of  the  policy  can  be  used  only  to  pay  or  fund 
employee  benefits  under  a defined  benefit  plan  and  are  not  available  to  the  reporting  entity's  own  creditors  (even  in  liquidation) 
and  cannot  be  paid  to  the  reporting  entity,  unless  either: 

• the  proceeds  represent  surplus  assets  that  are  not  needed  for  the  policy  to  meet  all  the  related  employee  benefit 
obligations;  or 

• the  proceeds  are  returned  to  the  reporting  entity  to  reimburse  it  for  employee  benefits  already  paid. 

Termination  benefits  are  employee  benefits  payable  as  a result  of  either: 

• an  entity's  decision  to  temninate  an  employee's  employment  before  the  nomnal  retirement  date;  or 

• an  employee’s  decision  to  accept  voluntary  redundancy  in  exchange  for  those  benefits. 

Other  long-term  employee  benefits  are  empfoyee  benefits  (other  than  post-employment  benefits  and  temnination  benefits)  that 
are  not  due  to  be  settled  within  twelve  months  after  the  end  of  the  period  in  which  the  employees  render  the  related  service. 

Vested  employee  benefits  are  employee  benefits  that  are  not  conditional  on  future  employment, 

Composite  social  security  programmes  are  established  by  legislatlon  and  operate  as  multi-employer  plans  to  provide  post- 
employment  benefits  as  well  as  to  provide  benefits  that  are  not  consideration  in  exchange  for  service  rendered  by  employees. 

A constructive  obligation  is  an  obligation  that  derives  from  an  entity’s  actions  where  by  an  established  pattern  of  past  practice, 
published  policies  or  a sufficiently  specific  current  statement,  the  entity  has  indlcated  to  other  parties  that  it  will  accept  certain 
responsibilitles  and  as  a result,  the  entity  has  created  a valid  expectation  on  the  part  of  those  other  parties  that  itwill  discharge 
those  responsibilities. 


30 


Mthonjaneni  Local  Municipallty 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2016 

Accounting  Policies 


1.14  Employee  benefits  (continued) 

Short*term  empioyee  benefits 

Short-term  employee  benefits  are  employee  benefits  (other  than  termination  benefits)  that  are  due  to  be  settled  within  twelve 
months  after  the  end  of  the  period  in  which  the  employees  render  the  related  service. 

Short-term  employee  benefits  include  items  such  as: 

• wages,  salaries  and  social  security  contributions; 

• short-term  compensated  absences  (such  as  paid  annual  ieave  and  paid  sick  leave)  where  the  compensation  fbr  the 
absences  is  due  to  be  settled  within  twelve  months  after  the  end  of  the  reporting  period  in  which  the  employees 
renderthe  related  employee  service; 

• bonus,  incentive  and  performance  related  payments  payable  within  twelve  months  after  the  end  of  the  reporting 
period  in  which  the  employees  render  the  related  service;  and 

• non-monetary  benefits  (for  example,  medlcal  care,  and  free  or  subsidised  goods  or  services  such  as  housing,  cars 
and  cellphones)  for  current  employees. 

When  an  employee  has  rendered  service  to  the  entity  during  a reporting  period,  the  entity  recognise  the  undiscounted  amount 
of  short-term  employee  benefits  expected  to  be  paid  in  exchange  for  that  service: 

• as  a liability  (accrued  expense),  after  deducting  any  amount  already  paid.  If  the  amount  already  paid  exceeds  the 
undiscounted  amount  of  the  benefits,  the  entity  recognise  that  excess  as  an  asset  (prepaid  expense)  to  the  extent 
that  the  prepayment  will  lead  to,  for  example,  a reduction  in  future  payments  or  a cash  refund;  and 

• as  an  expense,  unless  another  Standard  requires  or  permits  the  inclusion  of  the  benefits  in  the  cost  of  an  asset 

The  expected  cost  of  compensated  absences  is  recognised  as  an  expense  as  the  employees  render  services  that  increase 
their  entitlement  or,  in  the  case  of  non-accumulating  absences,  when  the  absence  occurs.  The  entity  measure  the  expected 
cost  of  accumulating  compensated  absences  as  the  additional  amount  that  the  entity  expects  to  pay  as  a result  of  the  unused 
entitlement  that  has  accumulated  at  the  reporting  date. 

The  entity  recognise  the  expected  cost  of  bonus,  incentive  and  performance  related  payments  when  the  entity  has  a present 
legal  or  constructive  obligation  to  make  such  payments  as  a result  of  past  events  and  a reliable  estimate  of  the  obligation  can 
be  made.  A present  obligation  exists  when  the  entity  has  no  realistic  alternative  but  to  make  the  payments. 

Post-employment  benefits 

Post-employment  bcncfits  aro  cmployee  bcnefits  (otherthan  termination  benefits)  which  are  payable  after  the  completion  of 
employment. 

Post-employment  benefit  plans  are  formal  or  informal  arrangements  under  which  an  entity  provides  post-employment  benefits 
for  one  or  more  employees. 

Multi-employer  plans  are  defined  contribution  plans  (other  than  state  plans  and  composite  social  security  programmes)  or 
defined  beneflt  plans  (other  than  state  plans)  that  pool  the  assets  contributed  by  various  entities  that  are  not  under  common 
control  and  use  those  assets  to  provide  benefits  to  employees  of  more  than  one  entity,  on  the  basis  that  contribution  and 
benefit  levels  are  determined  without  regard  to  the  identity  of  the  entity  that  employs  the  employees  concerned. 
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1.14  Employee  benefits  (continued) 

Post-^mpioyment  benefits;  Defined  contribution  pians 

Defined  contribution  plans  are  post-empioyment  benefit  plans  under  which  an  entity  pays  fixed  contributions  into  a separate 
entity  (a  fund)  and  will  have  no  legal  or  constructive  obligation  to  pay  further  contributions  if  the  fund  does  not  hold  sufficient 
assets  to  pay  all  employee  benefits  relating  to  employee  service  in  the  current  and  prior  periods. 

When  an  employee  has  rendered  service  to  the  entity  during  a reporting  period,  the  entity  recognise  the  contribution  payable  to 
a defined  contribution  plan  in  exchange  for  that  service: 

• as  a liability  (accrued  expense),  after  deducting  any  contribution  already  paid.  If  the  contribution  already  paid 
exceeds  the  contribution  due  for  service  before  the  reporting  date,  an  entity  recognise  that  excess  as  an  asset 
(prepaid  expense)  to  the  extent  that  the  prepayment  will  lead  to,  for  example,  a reduction  in  future  payments  or  a 
cash  refund;  and 

’ as  an  expense,  unless  another  Standard  requires  or  permits  the  inclusion  of  the  contribution  in  the  cost  of  an  asset. 

Where  contributions  to  a defined  contribution  plan  do  not  fall  due  wholly  within  twelve  months  after  the  end  of  the  reporting 
perlod  in  which  the  employees  render  the  related  service,  they  are  discounted.  The  rate  used  to  discount  reflects  the  time  value 
of  money.  The  currency  and  temn  of  the  financial  instrument  seiected  to  reflect  the  time  value  of  money  is  consistent  with  the 
currency  and  estimated  term  of  the  obiigation. 
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1.14  Employee  benefits  (continued) 

Post-empioyment  benefits:  Defined  benefit  pians 

Defined  benefit  plans  are  post-employment  benefit  ptans  otherthan  defined  contribution  plans. 

Actuarial  gains  and  losses  comprise  experience  adjustments  (the  effects  of  differences  between  the  previous  actuarial 
assumptions  and  what  has  actually  occurred)  and  the  effects  of  changes  in  actuarial  assumptions.  In  measuring  its  defined 
benefit  liability  the  entity  recognise  actuariai  gains  and  losses  in  surplus  ordeficit  in  the  reporting  period  in  which  they  occur. 

Assets  held  by  a long-term  employee  benefitfund  are  assets  (otherthan  non-transferable  financial  instruments  issued  by  the 
reporting  entity)  that  are  held  by  an  entity  (a  fund)  that  is  legally  separate  from  the  reporting  entity  and  exists  solely  to  pay  or 
fund  employee  benefits  and  are  available  to  be  used  only  to  pay  or  fund  empioyee  benefits,  are  not  available  to  the  reporting 
entity’s  own  creditors  (even  in  liquidation),  and  cannot  be  returned  to  the  reporting  entity,  unless  either: 

• the  remaining  assets  of  the  fund  are  sufficient  to  meet  all  the  related  employee  benefit  obligations  of  the  plan  or  the 
reporting  entity;  or 

• the  assets  are  retumed  to  the  reporting  entity  to  reimburse  it  for  employee  benefits  already  paid. 

Current  service  cost  is  the  increase  in  the  present  value  of  the  defined  benefit  obligation  resulting  from  employee  service  in  the 
current  period. 

Interest  cost  is  the  increase  during  a period  in  the  present  value  of  a defined  benefit  obligation  which  arises  because  the 
benefits  are  one  period  closerto  settlement. 

Past  service  cost  is  the  change  in  the  present  value  of  the  defined  benefit  obligation  for  employee  service  in  prior  periods, 
resulting  in  the  current  period  ffom  the  introduction  of,  or  changes  to,  post-employment  benefits  or  other  iong-term  employee 
benefits.  Past  service  cost  may  be  either  positive  (when  benefits  are  introduced  or  changed  so  that  the  present  value  of  the 
defined  benefit  obligation  increases)  or  negative  (when  existing  benefits  are  changed  so  that  the  present  value  of  the  defined 
benefit  obligation  decreases).  In  measuring  its  defined  benefit  liability  the  entity  recognise  past  service  cost  as  an  expense  in 
the  reporting  period  in  which  the  plan  is  amended. 

Plan  assets  comprise  assets  held  by  a long-term  employee  benefit  fund  and  qualifying  insurance  policies. 

The  present  value  of  a defined  benefit  obligation  is  the  present  value,  withoutdeducting  any  plan  assets,  of  expected  future 
payments  required  to  settle  the  obligation  resulting  from  employee  service  in  the  current  and  prior  periods. 

The  return  on  plan  assets  is  interest,  dividends  or  similar  distributions  and  other  revenue  derived  from  the  plan  assets,  together 
with  realised  and  unrealised  gains  or  losses  on  the  plan  assets,  less  any  costs  of  administering  the  plan  (other  than  those 
included  in  the  actuarial  assumptions  used  to  measure  the  defined  benefit  obligation)  and  less  any  tax  payable  by  the  plan 
itself. 

The  entity  account  not  only  for  its  legal  obligation  under  the  formal  terms  of  a defined  benefit  plan,  but  also  for  any  constructive 
obligation  that  arises  from  the  entity’s  informal  practices.  Informal  practices  give  rise  to  a constructive  obligation  where  the 
entity  has  no  realistic  altemative  but  to  pay  employee  benefits.  An  example  of  a constructive  obligation  is  where  a change  in 
the  entity’s  infomnal  practices  would  cause  unacceptable  damage  to  its  relationship  with  employees. 

The  amount  recognised  as  a defined  benefit  liability  is  the  net  total  of  the  following  amounts: 

• the  present  value  of  the  defined  benefit  obligation  at  the  reporting  date; 

• minus  the  fair  value  at  the  reporting  date  of  p!an  assets  (if  any)  out  of  which  the  obligations  are  to  be  settled  directly; 

• plus  any  liability  that  may  arise  as  a result  of  a minimum  funding  requirement 

The  amount  determined  as  a defined  benefit  liability  may  be  negative  (an  asset).  The  entity  measure  the  resulting  asset  atthe 
lower  of: 

• the  amount  determined  above;  and 

• the  present  value  of  any  economic  benefits  available  in  the  form  of  refunds  from  the  plan  or  reductions  in  future 
contributions  to  the  plan.  The  present  value  of  these  economic  benefits  is  determined  using  a discount  rate  which 
reflects  the  time  value  of  money. 

Any  adjustments  arising  from  the  limit  above  is  recognised  in  surplus  or  deficit. 
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1.14  Employee  benefits  (continued) 

The  entity  determine  the  present  value  of  defined  beneflt  obiigations  and  the  fair  value  of  any  plan  assets  with  sufficient 
regularity  such  that  the  amounts  recognised  in  the  annual  financial  statements  do  not  differ  materiaily  from  the  amounts  that 
would  be  determined  atthe  reporting  date. 

The  entity  recognises  the  net  total  of  the  following  amounts  in  surplus  or  deficit,  except  to  the  extent  that  another  Standard 
requires  or  permits  their  inclusion  in  the  cost  of  an  asset: 

• current  service  cost; 

• interest  cost; 

• the  expected  return  on  any  plan  assets  and  on  any  reimbursement  rights; 

• actuarial  gains  and  losses; 

• past  service  cost; 

• the  effect  of  any  curtailments  or  settlements;  and 

• the  effect  of  applying  the  limit  on  a defined  benefit  asset  (negative  defined  benefit  liability). 

The  entity  uses  the  Projected  Unit  Credit  Method  to  determine  the  present  value  of  its  defined  benefit  obligations  and  the 
related  current  service  cost  and,  where  applicable,  past  service  cost.  The  Projected  Unit  Credit  Method  (sometimes  known  as 
the  accrued  benefit  method  pro-rated  on  service  or  as  the  benefit/years  of  service  method)  sees  each  period  of  service  as 
giving  rise  to  an  additional  unit  of  benefit  entitlement  and  measures  each  unit  separately  to  buiid  up  the  final  obiigation. 

In  determining  the  present  value  of  its  defined  beneflt  obligations  and  the  related  current  service  cost  and,  where  applicable, 
past  service  cost,  an  entity  shall  attribute  benefit  to  periods  of  service  under  the  plan's  benefit  formula.  However,  if  an 
employee’s  service  in  lateryears  will  lead  to  a materially  higher  level  of  benefitthan  in  earlier  years,  an  entity  shall  attribute 
beneflt  on  a straight-line  basts  from; 

• the  date  when  service  by  the  employee  first  leads  to  benefits  under  the  plan  (whether  or  not  the  benefits  are 
conditional  on  further  service);  until 

• the  date  when  further  service  by  the  employee  will  jead  to  no  material  amount  of  ferther  beneflts  under  the  plan, 
other  than  from  further  salary  increases. 

Actuarial  valuations  are  conducted  on  an  annual  basis  by  independent  actuaries  separatety  foreach  plan.  The  results  of  the 
valuation  are  updated  for  any  material  transactions  and  other  material  changes  in  circumstances  (including  changes  in  market 
prices  and  interest  rates)  up  to  the  reporting  date. 

The  entity  recognises  gains  or  losses  on  the  curtailment  or  setttement  of  a defined  beneflt  plan  when  the  curtailment  or 
settlement  occurs.  The  gain  or  toss  on  a curtailment  or  settlement  comprises: 

• any  resulting  change  in  the  present  value  of  the  defined  benefit  obligation;  and 

• any  resulting  change  in  the  feir  value  of  the  plan  assets. 

Before  determining  the  effect  of  a curtaiiment  or  settlement,  the  entity  re-measure  the  obligation  (and  the  related  plan  assets,  if 
any)  using  current  actuarial  assumptions  (including  current  market  interest  rates  and  other  current  market  prices). 

When  it  is  virtually  certain  that  another  party  will  reimburse  some  or  all  of  the  expenditure  required  to  settle  a defined  benefit 
obligation,  the  right  to  reimbursement  is  recognised  as  a separate  asset.  The  asset  is  measured  at  fair  value.  In  all  other 
respects,  the  asset  is  treated  in  the  same  way  as  plan  assets.  In  surplus  or  deficit,  the  expense  relating  to  a defined  beneflt 
plan  is  [OR  is  not]  presented  as  the  net  of  the  amount  recognised  for  a reimbursement. 

The  entity  offsets  an  asset  relating  to  one  plan  agalnst  a liability  relating  to  another  plan  when  the  entity  has  a legally 
enforceable  right  to  use  a surplus  in  one  plan  to  settle  obllgations  under  the  other  plan  and  intends  either  to  settle  the 
obligations  on  a net  basis,  or  to  realise  the  surplus  in  one  pian  and  settle  Its  obligation  under  the  other  plan  simultaneously. 
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1.14  Employee  benefits  (continued) 

Actuariai  assumptions 

Actuarfal  assumptlons  are  unbiased  and  mutually  compatible. 

Financial  assumptions  are  based  on  market  expectations,  atthe  reporting  date,  for  the  period  overwhich  the  obligations  are  to 
be  settled. 

The  rate  used  to  discount  post-employment  benefit  obligations  (both  funded  and  unfunded)  reflect  the  tlme  value  of  money. 
The  currency  and  term  of  the  financiaf  instrument  selected  to  reflect  the  time  value  of  money  is  consistent  with  the  currency 
and  estimated  term  of  the  post-employment  benefit  obligations. 

Post-employment  benefit  obligations  are  measured  on  a basis  that  reflects; 

► estimated  future  salary  increases; 

• the  benefits  set  out  in  the  terms  of  the  plan  (or  resulting  from  any  constructive  obligation  that  goes  beyond  those 
terms)  atthe  reporting  date;  and 

• estimated  future  changes  in  the  level  of  any  state  benefits  that  affect  the  benefits  payable  under  a defined  benefit 
plan,  if,  and  only  if,  either; 

• those  changes  were  enacted  before  the  reporting  date;  or 

• past  history,  or  other  reliable  evidence,  indicates  that  those  state  benefits  wlll  change  in  some  predictable  manner, 
for  example,  in  line  with  future  changes  in  general  price  levels  or  general  salary  levels. 

Assumptions  about  medical  costs  take  account  of  estimated  future  changes  in  the  cost  of  medical  services,  resulting  from  both 
inflation  and  specific  changes  in  medical  costs. 

1.15  Provisions  and  contlngencres 

Provisions  are  recognised  when: 

• the  municipality  has  a present  obligation  as  a result  of  a past  event; 

• it  is  probable  that  an  outflow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required  to 
settle  the  obligation;  and 

• a reliable  estimate  can  be  made  of  the  obligation. 

The  amount  of  a provision  is  the  best  estimate  of  the  expenditure  expected  to  be  required  to  settle  the  present  obligation  at  the 
reporting  date. 

Where  the  effect  of  time  value  of  money  is  material,  the  amount  of  a provision  is  the  present  value  of  the  expenditures 
expected  to  be  required  to  settle  the  obligation. 

The  discount  rate  is  a pre-tax  rate  that  reflects  current  market  assessments  of  the  time  value  of  money  and  the  risks  specific  to 
the  liability. 

Where  some  or  all  of  the  expenditure  required  to  settle  a provision  is  expected  to  be  reimbursed  by  another  party,  the 
reimbursement  is  recognised  when,  and  only  when,  it  is  virtually  certain  that  reimbursement  will  be  received  if  the  municipality 
settles  the  obligation.  The  reimbursement  is  treated  as  a separate  asset.  The  amount  recognised  for  the  reimbursement  does 
not  exceed  the  amount  of  the  provision. 

Provisions  are  reviewed  at  each  reporting  date  and  adjusted  to  reflect  the  current  best  estimate.  Provisions  are  reversed  if  it  is 
no  longer  probable  that  an  outfiow  of  resources  embodying  economic  benefits  or  service  potential  will  be  required,  to  settle  the 
obllgatlon. 

Where  discounting  is  used,  the  carrying  amount  of  a provision  increases  in  each  period  to  reflectthe  passage  of  time.  This 
increase  is  recognised  as  an  interest  expense. 

A provision  is  used  only  for  expenditures  for  which  the  provision  was  origlnaily  recognised. 

Provisions  are  not  recognised  forfuture  operating  deficits. 

If  an  entity  has  a contract  that  is  onerous,  the  present  obllgation  (net  of  recoveries)  under  the  contract  is  recognised  and 
measured  as  a provision. 
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1.15  Provisions  and  contingencies  (continued) 

A constructive  obltgation  to  restructure  arises  oniy  when  an  entity: 

• has  a detailed  formai  pian  for  the  restructuring,  identiiying  at  ieast: 

the  activity/operating  unit  or  part  of  a activity/operating  unit  concerned; 
the  principal  locations  affected; 

the  iocation,  function,  and  approximate  number  of  empfoyees  who  will  be  compensated  for  services  being 
terminated; 

the  expenditures  that  will  be  undertaken;  and 
when  the  plan  wili  be  implemented;  and 

^ has  raised  a valid  expectation  in  those  affected  that  it  will  carry  out  the  restructuring  by  starting  to  implement  that 
plan  or  announcing  its  main  features  to  those  affected  by  it. 

A restructuring  provision  indudes  only  the  direct  expenditures  arising  ffom  the  restructuring,  which  are  those  that  are  both: 

• necessarily  entailed  by  the  restructuring;  and 

• not  associated  with  the  ongoing  activities  of  the  municipality 

No  obligation  arises  as  a consequence  of  the  saie  or  transfer  of  an  operation  until  the  municipality  is  committed  to  the  sale 
ortransfer,  that  is,  there  is  a binding  arrangement. 

Aftertheir  initial  recognition  contingent  liabilities  recognised  in  entity  combinations  that  are  recognised  separately  are 
subsequently  measured  at  the  higher  of: 

• the  amount  that  would  be  recognised  as  a provision;  and 

• the  amount  initially  recognised  less  cumulative  amortisation. 

Contingent  assets  and  contingent  liabilities  are  not  recognised.  Contingencies  are  disclosed  in  note  . 

A financial  guarantee  contract  is  a contract  that  requires  the  issuer  to  make  specified  payments  to  rermburse  the  nolder  for  a 
loss  it  incurs  because  a specified  debtor  fails  to  make  payment  when  due  in  accordance  with  the  original  or  modified  terms  of  a 
debt  instrument. 

Loan  commitment  is  a firm  commitment  to  provide  credit  under  pre-specified  terms  and  conditions. 

The  municipality  recognises  a provision  for  financial  guarantees  and  loan  commitments  when  it  is  probable  that  an  outflow  of 
resources  embodying  economic  benefits  and  service  potential  will  be  required  to  settle  the  obligation  and  a reliable  estimate  of 
the  obiigation  can  be  made. 

Determining  whether  an  outflow  of  resources  is  probable  in  relation  to  tinanclal  guarantees  requires  judgement.  Indications  that 
an  outflow  of  resources  may  be  probable  are: 

• financial  difficulty  of  the  debtor; 

• defaults  or  delinquencies  in  interest  and  capital  repayments  by  the  debtor; 

■ breaches  of  the  terms  of  the  debt  rnstrument  that  result  in  it  being  payable  earlier  than  the  agreed  term  and  the 
ability  of  the  debtorto  settle  its  obligation  on  the  amended  terms;  and 

• a dedine  in  prevaillng  economic  circumstances  (e.g.  high  interest  rates,  inflation  and  unemployment)  that  impact  on 
the  ability  of  entities  to  repay  their  obligations. 

Where  b fee  is  received  by  the  municipality  for  issuing  a financia!  guarantee  and/or  where  a fee  is  charged  on  loan 
commitments,  it  is  considered  in  determining  the  best  estimate  of  the  amount  required  to  settle  the  obligation  at  reporting  date. 
Where  a fee  is  charged  and  the  municipality  considers  that  an  outflow  of  economic  resources  is  probabie,  an  municipality 
recognises  the  obligation  atthe  higher  of: 

• the  amount  determined  using  in  the  Standard  of  GRAP  on  Provisions,  Contingent  Liabilitles  and  Contingent  Assets; 
and 

• the  amount  of  the  fee  initiaily  recognised  less,  where  appropiiate,  cumulative  amortisation  recognised  in  accordance 
with  the  Standard  of  GRAP  on  Revenue  from  Exchange  Transactions. 
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1.15  Provisions  and  contingencies  (continued) 

Levies 

A levy  is  an  outflow  of  resources  embodying  economic  oenems  tnat  is  imposed  by  governments  on  entities  in  accordance  with 
legislation  (i.e.  laws  and/or  regulations),  otherthan: 

• those  outflows  of  resources  that  are  within  the  scope  of  other  Standards,  and 

• fines  or  other  penalties  that  are  imposed  for  breaches  of  the  legisfation. 

Government  refers  to  govemment,  government  agendes  and  similar  bodles  whether  local,  national  or  international. 

The  obligating  event  that  gives  rise  to  a liability  to  pay  a levy  is  the  activity  that  triggers  the  payment  of  the  levy,  as  identified  by 
the  legislation. 

The  municipality  does  not  have  a constructive  obligation  to  pay  a levy  that  will  be  triggered  by  operating  in  a future  period  as  a 
result  of  the  municipality  being  economically  compelled  to  continue  to  operate  in  that  future  period.  The  preparation  of  financial 
statements  under  the  going  concern  assumption  does  not  imply  that  the  municipality  has  a present  obligation  to  pay  a levy  that 
will  be  triggered  by  operating  in  a future  perlod. 

The  liability  to  pay  a levy  is  recognised  progressively  if  the  obligating  event  occurs  over  a period  of  time  (i.e.  if  the  activity  that 
triggers  the  payment  of  the  levy,  as  identified  by  the  legislation,  occurs  over  a period  of  time). 

If  an  obligation  to  pay  a levy  is  triggered  when  a minimum  threshold  is  reached,  the  corresponding  liability  is  recognised  when 
that  minimum  threshold  is  reached. 

The  municipality  recognises  an  asset  if  it  has  prepaid  a levy  but  does  not  yet  have  a present  obligation  to  pay  that  levy. 

1.16  Commitments 

Items  are  classifled  as  commitments  when  an  entity  has  committed  itself  to  future  transactions  that  will  normally  result  in  the 
outflow  of  cash. 

Commitments  for  which  disclosure  is  necessary  to  achieve  a fair  presentation  should  be  disclosed  in  a note  to  the  financial 
statements,  if  both  the  foilowing  critena  are  met; 

• Contracts  should  be  non-cancellable  or  only  cancellable  at  significant  cost  (for  example,  contracts  for  computer  or 
building  maintenance  serviccs);  and 

• Contracts  should  relate  to  something  other  than  the  routine,  steady,  state  business  of  the  entity  - therefore  salary 
commitments  relating  to  employment  contracts  or  social  security  benefit  commitments  are  excluded. 

1.17  Revenue  from  exchange  transactions 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  duhng  the  reporting  pehod  when  those  inflows  result  in  an 
increase  in  net  assets,  other  than  increases  relating  to  contributions  ffom  owners. 

An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  services,  or  has  liabilities  extinguished,  and  directly 
gives  approximately  equal  value  (primahly  in  the  form  of  goods,  services  or  use  of  assets)  to  the  other  party  in  exchange. 

Fair  value  ts  the  amount  forwhich  an  asset  could  be  exchanged,  or  a liability  settled,  between  knowledgeable,  willing  parties  in 
an  arm's  length  transaction, 

Measurement 

Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable,  net  of  trade  discounts  and  volume  rebates. 
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1.17  Revenue  from  exchange  transactions  (continued) 

Saie  of  goods 

Revenue  from  the  sale  of  goods  is  recognised  when  all  the  following  conditions  have  been  satisfied: 

• the  municipality  has  transferred  to  the  purchaser  the  significant  risks  and  rewards  of  ownership  of  the  goods; 

• the  municipality  retains  neither  continuing  managerial  involvement  to  the  degree  usually  assodated  with 
ownership  nor  effective  control  over  the  goods  sold; 

• the  amount  of  revenue  can  be  measured  reliably; 

» it  is  probabie  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality:  and 

• the  costs  incurred  or  to  be  incurred  in  respect  of  the  transaction  can  be  measured  reliably. 

Rendering  of  services 

When  the  outcome  of  a transaction  involving  the  rendering  of  services  can  be  estimated  reliably,  revenue  associated  with 
the  transaction  is  recognised  by  reference  to  the  stage  of  completion  of  the  transaction  at  the  reporting  date.  The  outcome 
of  a transaction  can  be  estimated  reliably  when  all  the  following  conditions  are  satisfied; 

• the  amount  of  revenue  can  be  measured  reliably; 

• it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality: 

• the  stage  of  compietion  of  the  transaction  at  the  reporting  date  can  be  measured  reliably;  and 

■ the  costs  incurred  for  the  transaction  and  the  costs  to  complete  the  transaction  can  be  measured  reliabiy. 

When  services  are  performed  by  an  indeterminate  number  of  acts  over  a specified  time  frame,  revenue  is  recognised  on  a 
straight  line  basis  over  the  specified  time  frame  unless  there  is  evidence  that  some  other  method  better  represents  the  stage  of 
completion.  When  a specific  act  is  much  more  significant  than  any  other  acts,  the  recognition  of  revenue  is  postponed  until  the 
significant  act  is  executed. 

When  the  outcome  of  the  transaction  involving  the  rendering  of  services  cannot  be  estimated  reliably,  revenue  is  recognised 
only  to  the  extent  of  the  expenses  recognised  that  are  recoverable. 

Interest 

Revenue  arising  from  the  use  by  others  of  entity  assets  yielding  interest,  similar  distributions  is  recognised  when: 

• It  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality,  and 

• The  amount  of  the  revenue  can  be  measured  reliably. 

Interest  is  recognised,  in  surpfus  or  deficit,  using  the  effective  interest  rate  method. 

Service  fees  induded  in  the  price  of  the  product  are  recognised  as  revenue  over  the  period  during  which  the  service  is 
performed. 

1.18  Revenuefrom  non-exchange  transactions 

Non-exchange  transactions  are  defined  as  transactions  where  the  entity  receives  value  from  another  entity  without  directly 
giving  approximately  equal  value  in  exchange. 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period  when  those  inflows  result  in  an 
increase  in  net  assets,  otherthan  increases  relating  to  contributions  from  owners. 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a liability  settled,  between  knowledgeable,  willing  parties  in 
an  arm’s  length  transaction. 

Measurement 

Revenue  is  measured  at  the  fair  value  of  the  consideration  received  or  receivable,  net  of  trade  discounts  and  volume  rebates. 
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1.18  Revenue  from  non-exchange  transactions  (continued) 

Rates,  including  coiiection  charges  and  penaities  interest 

Revenue  from  rates,  including  collection  charges  and  penalty  interest,  is  recognised  when: 

• it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality: 

• the  amount  of  the  revenue  can  be  measured  reiiably;  and 

• there  has  been  compliance  with  the  relevant  legal  requirements. 

Changes  to  property  vaiues  during  a reporting  period  are  valued  by  a suitably  qualified  valuator  and  adjustments  are  made  to 
rates  revenue,  based  on  a time  proportion  basis.  Adjustments  to  rates  revenue  already  recognised  are  processed  or  additional 
rates  revenue  is  recognised. 

Fines 

Revenue  from  the  issuing  of  fines  is  recognised  when: 

• it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
munlcipality;  and 

• the  amount  of  the  revenue  can  be  measured  reliably. 

The  municipality  has  two  types  of  fines:  spot  fines  and  summonses.  There  is  uncertainty  regarding  the  probability  of  the  flow  of 
economic  beneflts  or  service  potential  in  respect  of  spot  fines  as  these  fines  are  usually  not  given  directly  to  an  offender. 
Further  legal  processes  have  to  be  undertaken  befbre  the  spot  fine  is  enforceable.  In  respect  of  summonses  the  public 
prosecutor  can  decide  whether  to  waive  the  fine,  reduce  it  or  prosecute  for  non-payment  by  the  offender.  An  estimate  is  made 
forthe  revenue  amount  collected  from  spot  fines  and  summonses  based  on  past  experience  of  amounts  collected.  Where  a 
reliable  estimate  cannot  be  made  of  revenue  from  summonses,  the  revenue  from  summonses  is  recognised  when  the  public 
prosecutor  pays  over  to  the  entity  the  cash  actually  collected  on  summonses  issued. 

Levies 

Levies  are  recognised  as  revenue  when; 

• it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality:  and 

• the  amount  of  the  revenue  can  be  measured  reliably. 

Levies  are  based  on  declarations  completed  by  levy  payers.  The  estimate  of  levies  revenue  when  a levy  payer  has  not 
submitted  a declaration  are  based  on  the  following  factors: 

• the  extent  and  success  of  procedures  to  investigate  the  non-submission  of  a declaration  by  defaulting  levy  payers; 

• internal  records  maintained  of  historical  comparisons  of  estimated  levies  with  actual  levies  received  from  individual 
levy  payers; 

’ historical  infdrmation  on  declarations  previously  submitted  by  defaulting  levy  payers;  and 

• the  accuracy  of  the  database  of  levy  payers  as  well  as  the  frequency  by  which  it  is  updated  for  changes. 

Changes  to  estimates  made  when  more  reliable  information  becomes  available  are  processed  as  an  adjustmentto  levies 
revenue. 
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1.18  Revenue  from  non^xchange  transactions  (continued) 

Government  grants 

Government  grants  are  recognised  as  revenue  when: 

• it  is  probable  that  the  economic  benefits  or  service  potentia!  associated  with  the  transaction  will  flow  to  the 
municipality, 

• the  amount  of  the  revenue  can  be  measured  reliably,  and 

• to  the  extent  that  there  has  been  compliance  with  any  restrictions  associated  with  the  grant. 

The  munlcipality  assesses  the  degree  of  certainty  attached  to  the  flow  of  future  economic  benefits  or  service  potential  on  the 
basis  of  the  available  evidence.  Certain  grants  payable  by  one  level  of  government  to  another  are  subjectto  the  availability  of 
funds.  Revenue  from  these  grants  is  only  recognised  when  it  is  probable  that  the  economic  benefits  or  service  potential 
associated  with  the  transaction  will  flow  to  the  entity.  An  announcement  at  the  beginning  of  a financial  year  that  grants  may  be 
available  for  quaiifying  entities  in  accordance  with  an  agreed  programme  may  not  be  sufficient  evidence  of  the  probability  of  the 
flow.  Revenue  is  then  only  recognised  once  evidence  of  the  probability  of  the  flow  becomes  available. 

Restrictions  on  government  grants  may  result  in  such  revenue  being  recognised  on  a time  proportion  basis.  Where  there  is  no 
restriction  on  the  period,  such  revenue  is  recognised  on  receipt  or  when  the  Act  becomes  effective,  which-ever  is  earlier. 

When  government  remit  grants  on  a re-imbursement  basis,  revenue  is  recognised  when  the  qualifying  expense  has  been 
incurred  and  to  the  extent  that  any  other  restrictions  have  been  complied  with. 

Other  grants  and  donations 

Other  grants  and  donations  are  recognised  as  revenue  when: 

• it  is  probable  that  the  economic  benefits  or  service  potential  associated  with  the  transaction  will  flow  to  the 
municipality: 

• the  amount  of  the  revenue  can  be  measured  reliably;  and 

• to  the  extent  that  there  has  been  compliance  with  any  restrictions  associated  with  the  grant. 

If  goods  in-kind  are  received  without  conditions  attached,  revenue  is  recognlsed  immediately.  If  conditions  are  attached,  a 
liability  is  recognised,  which  is  reduced  and  revenue  recognised  as  the  conditions  are  satisfied. 

1.19  Unauthorised  expenditure 

Unauthorised  expenditure  means: 

• overspending  of  a vote  or  a main  division  within  a vote;  and 

• expenditure  not  in  accordance  with  the  purpose  of  a vote  or,  in  the  case  of  a main  division,  not  in  accordance  with 
the  purpose  of  the  main  division. 

All  expenditure  relating  to  unauthorised  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial  performance  in 
the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the  expense,  and 
where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance, 

1.20  Fruitless  and  wasteful  expenditure 

Fruitless  expenditure  means  expenditure  which  was  made  in  vain  and  would  have  been  avoided  had  reasonable  care  been 
exercised. 

All  expenditure  relating  to  firuitless  and  wasteful  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial 
performance  in  the  year  that  the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the 
expense,  and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the  statement  of  financial  performance. 

1.21  Irregular  expenditure 

irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Management  Act  (Act  No.56  of  2003),  the 
Municipal  Systems  Act  (Act  No,32  of  2000),  and  the  Public  Office  Bearers  Act  (Act  No.  20  of  1998)  or  is  in  contravention  of  the 
economic  entity's  supply  chain  management  policy.  Irregular  expenditure  excludes  unauthorised  expenditure.  Irregular 
expenditure  is  accounted  for  as  expenditure  in  the  Statement  of  Financial  Performance  and  where  recovered,  it  is  subsequently 
accounted  for  as  revenue  in  the  Statement  of  Financial  Perfbrmance. 
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1.22  Budget  information 

Munidpality  are  typically  subject  to  budgetary  limits  in  the  form  of  appropriations  or  budget  authorisations  (or  equivalent),  which 
is  given  effect  through  authorising  legislation,  appropriation  or  similar 

General  purpose  financial  reporting  by  municipality  shal!  provide  infbnmation  on  whether  resources  were  obtained  and  used  in 
accordance  with  the  legally  adopted  budget. 

The  approved  budget  is  prepared  on  a accrual  basis  and  presented  by  economic  classification  linked  to  performance  outcome 
objectives. 

The  approved  budget  covers  the  fiscal  period  from  2015/07/01  to  2016/06/30. 

The  annual  financial  statements  and  the  budget  are  on  the  same  basis  of  accounting  therefbre  a comparison  with  the  budgeted 
amounts  forthe  reporting  period  have  been  included  in  the  Statement  of  comparison  of  budget  and  actual  amounts. 

The  Statement  of  comparative  and  actual  infbrmation  has  been  included  in  the  annual  financial  statements  as  the 
recommended  disclosure  when  the  annual  financial  statements  and  the  budget  are  on  the  same  basis  of  accounting  as 
determined  by  National  Treasury. 

1 p23  Related  parties 

The  munidpality  operates  in  an  economic  sector  currently  dominated  by  entities  directly  or  indirectly  owned  by  the  South 
African  Government  As  a consequence  of  the  constitutional  independence  of  the  three  spheres  of  government  in  South  Africa, 
only  entities  within  the  national  sphere  of  government  are  considered  to  be  related  parties. 

Management  are  those  persons  responsible  for  pianning,  directing  and  controlling  the  activities  of  the  municipaiity,  including 
those  charged  with  the  governance  of  the  municipality  in  accordance  with  legislation,  in  instances  where  they  are  required  to 
perform  such  functions. 

Close  members  of  the  family  of  a person  are  considered  to  be  those  family  members  who  may  be  expected  to  influence,  or  be 
influenced  by,  that  management  in  their  dealings  with  the  municipality. 

On!y  transactions  with  related  parties  not  at  arm’s  iength  or  not  in  the  ordinary  course  of  business  are  disclosed. 

1.24  Events  after  reporting  date 

Events  after  reporting  date  are  those  events,  both  favourable  and  unfavourable,  that  occur  between  the  reporting  date  and  the 
date  when  the  financial  statements  are  authorised  for  issue.  Two  types  of  events  can  be  identified: 

• those  that  provide  evidence  of  conditions  that  existed  at  the  reporting  date  (adjusting  events  after  the  reporting  date); 
and 

• those  that  are  indicative  of  conditions  that  arose  after  the  reporting  date  (non-adjusting  events  after  the  reporting 
date). 

The  municipality  will  adjust  the  amount  recognised  in  the  financial  statements  to  reflect  adjusting  events  after  the  reporting  date 
once  the  event  occurred. 

The  municipality  will  disclose  the  nature  of  the  event  and  an  estimate  of  its  financial  effect  or  a statement  that  such  estimate 
cannot  be  made  in  respect  of  ail  material  non-adjusting  events,  where  non-disclosure  could  influence  the  economic  decisions 
of  users  taken  on  the  basis  of  the  financial  statements. 

1.25  Transfer  of  functions  between  entitles  not  under  common  controi 

A function  is  an  integrated  set  of  activities  that  is  capable  of  being  conducted  and  managed  for  purposes  ot  achieving  an 
entity’s  objectives,  either  by  providing  economic  benefits  or  service  potential.  A function  consists  of  inputs  and  processes 
applied  to  those  inputs  that  have  the  ability  to  create  outputs.  A function  can  either  be  a part  or  a portion  of  an  entity  or  can 
consist  of  the  whole  entity. 

Control  is  the  power  to  govem  the  financial  and  operating  policies  of  anotherentity  so  as  to  obtain  benefit  from  its  activities. 
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1.25  Transfer  of  functions  between  entities  not  under  common  controi  (continued) 

A transfer  of  functlons  is  the  reorganisation  and/orthe  re-aflocation  of  functions  between  entities  by  transferring  functions 
between  entities  or  into  another  entity. 

The  Municipality  accounts  foreach  transfer  of  functions  between  entities  not  under  common  control  by  applying  the  acquisition 
method. 


Applying  the  acqulsition  method  requires; 

(a)  identifying  the  acquirer; 

(b)  determining  the  acquisition  date; 

(c)  recognising  and  measuring  the  identifiable  assets  acquired,  the  liabilities  assumed  and  any  non-controlling  interest 
in  the  acquiree;  and 

(d)  recognising  the  difference  between  (c)  and  the  consideration  transferred  to  the  seller. 


The  acquisition  date  is  the  date  on  which  the  municipality  obtains  control  of  the  acquiree. 


Initial  recognition 

As  of  the  acquisition  date,  the  acquirershall  recognise,  the  identlfiable  assets  acquired,  the  liabilities  assumed  and  any  non- 
controlling  interest  in  the  acquiree. 


At  the  acquisition  date,  the  municipality  shall  cfassify  or  designate  the  identifiable  assets  acquired  and  iiabiiities  assumed  as 
necessary  to  apply  other  Standards  of  GRAP  subsequent  to  the  acquisition  date.  The  municipality  shall  make  those 
classifications  or  designations  on  the  basis  of  the  terms  of  the  binding  arrangement,  economic  conditions,  its  operating  or 
accounting  policies  and  other  relevant  conditions  as  they  exist  at  the  acquisition  date 

The  municipality  measures  the  identifiable  assets  acquired  and  the  liabilities  assumed  attheir  acquisition  date  fair  values. 


Subsequent  measurement 

in  general,  an  acquirershall  subsequently  measure  and  account  for  assets  acquired,  liabilities  assumed  or  incurred  and  the 
residual  interest  issued  in  a transfer  of  functions  in  accordance  with  other  applicable  Standards  of  GRAP  forthose  items, 
depending  on  their  nature.  t 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  2016  2015 


2.  New  standards  and  interpretations 

2.1  Standards  and  interpretations  effective  and  adopted  in  the  current  year 

In  the  currentyear,  the  municipality  has  adopted  the  following  standards  and  interpretations  that  are  effective  forthe  current 
financial  year  and  that  are  relevant  to  its  operations: 

GRAP  106  ; Transfer  of  functions  between  entities  not  under  Effective  date;  Expected  impact;  The 

common  controi  Years  beginning  on  or  standard  wfli  have  no 

after  01  Aprii  2015  impact  in  the  current 

year,  however  in  the  next 
financial  year  the 
municipaiity  wiil  receive 
some  wards  from 
Ntambanana.The  assets 
and  iiabilities  to  be 
received  wiil  have  to  be 
vaiue  under  the 
provisions  of  GRAP  106 


2.2  Standards  and  interpretations  Issued,  but  not  yet  effective 

The  municipality  has  not  applied  the  following  standards  and  interpretations,  for  which  the  effective  date  has  not  been 
detemined.: 


GRAP  18  ; Segment  Reporting 


Effective  date: 

The  minister  of  finance 
has  not  yet  determined 
the  effective  date  for 
application  by  the 
municipaiities 


Expected  impaact ; The 
starndard  wili  have  no 
impact  on  the 
municipaiities 
operations. 


2,3  Standards  and  interpretations  not  yet  effective  or  reievant 

The  following  standards  and  interpretations  have  been  published  and  are  mandatory  forthe  municipality’s  accounting 
periods  beginning  on  or  after  01  April  2015  or  later  periods  but  are  not  relevant  to  Mthonjaneni's  operations: 

GRAP  105  ;TransfBr  of  functions  between  entities  under  common  Effective  date:  The  starndards  wiil  have 

controi.  Years  beginning  on  or  no  impact  on  the 

GRAP  107  ; Mergers  afterc  01  Aprii  2015  oppertions  of  the 

municipaiity 


3,  Bioiogical  assets 


2016 

2015 

Cost  / Accumulated  Carrying  value 

Valuation  depreciation 
and 

accumulated 

tmpairment 

Cost/ 

Valuation 

Accumulated  Carrying  value 
depreciation 
and 

accumulated 

impairment 

Pfants 

2 661  916  - 2 661  916 

2 264  535 

2 264  535 
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Mthonjaneni  Local  Municipality 

(Registration  nunnber  KZ  285) 

Annual  Financial  Statements  fbrthe  year  ended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 

2016 

2015 

3.  Biological  assets  (continued) 

Reconciliation  of  biological  assets  - 2016 

Openrng 

Gains  or 

Total 

balance 

losses  arising 
from  changes 

in  fairvaiue 

Plants 

2 264  535 

397  381 

2 661  916 

Reconciliation  of  biological  assets  - 2015 

Opening 

Impairment 

Total 

balance 

loss 

Plants 

3 971  018 

{1  706  483) 

2 264  535 

4.  Investment  property 


2016 

2015 

Cost/ 

Accumuiated  Carrying  value 

Cost/ 

Accumulated  Carrying  value 

Valuation 

depreciatlon 

Valuation 

depreclation 

and 

and 

accumulated 

accumulated 

impalrment 

impainnent 

Investment  property  2 742  760 

(375  169)  2 367  591 

2 742  760 

(334  340) 

2 408  420 

Reconciliation  of  investment  property  - 2016 

Opening 

balance 

Depreciation 

Total 

Investment  property 

2 408  420 

(40  829) 

2 367  591 

Reconciliation  of  investment  property  - 2015 

Opening 

baiance 

Depreciation 

Total 

Investment  property 

2 449  250 

(40  830) 

2 408  420 

A register  containing  the  information  required  by  section  63  of  the  Municipal  Finance  Management  Act  is  available  for 
Inspection  at  the  registered  office  of  the  municipality. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Finandal  Statements  forthe  yearended  30  June  2016 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand 2016 2015 

5.  Property,  plant  and  equipment 


2016  2015 

Cost/  Accumulated  Carrying  value  Cost/  Accumulated  Carrying  vaiue 

Vaiuation  depreciation  Valuation  depreciation 

and  and 

accumuiated  accumuiated 

impalrment  impairment 


Land 

2 562  011 

- 

2 562  011 

2 562  011 

- 

2 562  011 

Buildings 

49  060  255 

(10  084  804) 

38  975  451 

41  557  980 

(8  615  153) 

32  942  827 

Infrastructure 

126  467  565 

(10  364  036) 

116  103  529 

97  889  731 

(7  426  318) 

90  463  413 

Other  property,  plant  and 
equipment 

13  428  124 

(6  488  458) 

6 939  666 

12  427  902 

(5  161  059) 

7 266  843 

Assets  under  construction 

23  025  434 

- 

23  025  434 

26  485  034 

- 

26  485  034 

Total 

214  543  389 

(26  937  298) 

187  606  091 

180  922  658 

(21  202  530) 

159  720128 

Reconciiiation  of  property,  piant  and  equipment 

-2016 

Opening 

balance 

Additions 

Transfers 

Depreciation 

Totai 

Land 

2 562  011 

- 

- 

- 

2 562  01 1 

Buildings 

32  942  827 

20  398 

7 481  876 

(1  469  650) 

38  975  451 

infrastructure 

90  463  413 

395  950 

28  181  885 

(2  937  719) 

116  103  529 

Other  property,  plant  and  equipment 

7 266  843 

1 000  222 

- 

(1  327  399) 

6 939  666 

Assets  under  construction 

26  485  034 

32  204  161 

(35  663  761) 

- 

23  025  434 

159  720128 

33  620  731 

- 

(5  734  768) 

187  606  091 
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Mthonjaneni  Local  Municipaiity 

{Registration  nutnber  KZ  285) 

Annual  Financial  Statements  fbr  the  yeerended  30  Jurte  2016 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 


5.  Praperty,  ptant  and  equipment  (continued) 
Reconcillatlon  of  property,  plant  and  equipment  - 2015 


Opening 

balance 

Aoaitions 

1 ransTers 

ilwpreciaiion 

impairment 

loss 

Total 

Land 

2 562  011 

- 

- 

- 

- 

2 562  01 1 

Buildings 

34  654  291 

276  404 

- 

(1  436  885) 

(548  983) 

32  942  827 

Infrastructure 

66  554  980 

329  149 

25  436  473 

(1  857  189) 

90  463  413 

Other  property,  piant  and  equlpment 

6 937  296 

1 806  345 

- 

(1  322  610} 

(154  190) 

7 266  843 

Assets  under  constructiQn 

33  151  517 

18  789  990 

(25  436  473) 

- 

26  485  034 

143  860  097 

21  181  888 

- 

(4  618  684) 

(703  173} 

159  720128 

Reconciliation  of  Work-in-Pragress  2016 


Opening  balance 

Addrtions/capital  expendlture 

Transferred  to  completed  items 

Included 

wlthln 

Infrastructure 
26  485  033 

32  216  626 
(35  663  761) 

Total 

26  485  033 
32  216  628 
(35  663  76 1) 

23  037  900 

23  037  900 

Reconciliation  of  Work-in-Pragress  2015 

Included 

Total 

Opening  balance 

within 

Infrastructure 

33  151  516 

33  151  516 

Additions/capital  expenditure 

18  769  990 

18  769  990 

Transfeired  to  completed  items 

(25  436  473) 

(25  436  473) 

26  485  033 

26  485  033 
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Mthonjaneni  Local  Municipaiity 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 

Notes  to  the  Annual  Financial  Statements 

Flgures  in  Rand  2016  2015 


5.  Property,  plant  and  equipment  (continued) 

A register  containing  the  infomnation  required  by  section  63  of  the  Municipal  Finance  Management  Act  is  avaiiable  fbr 
Inspection  at  the  registered  office  of  the  municipality. 

6.  Intanglble  assets 


2016 

2015 

Cost/ 

Valuation 

Accumulated  Carrying  value 
amortisation 
and 

accumulated 

impairment 

Cost/ 

Valuation 

Accumulated  Carrying  value 
amortisation 
and 

accumulated 

Impairment 

Computer  software,  other  218  543 

(119  545) 

98  998 

21 1 544 

(86  227) 

125  317 

Reconciliation  of  intangible  assets  - 2016 

Computer  software,  other 

Opening 

balance 

125  317 

Additions 

6 999 

Amonisation 

(33  318) 

Total 

98  998 

Reconciliation  of  intangible  assets  - 2015 

Computer  software,  other 

Opening 

balance 

159145 

Amortisation 

(33  828) 

Total 

125  317 

7.  Heritage  assets 


2016 

2015 

Cost/ 

Accumulated  Carrying  value 

Cost/ 

Accumulated  Carrying  value 

Valuation 

impairment 

Valuation 

impairment 

losses 

losses 

Histohcai  monuments  589 

- 

589 

589 

- 

589 

Reconciliation  of  heritage  assets  2016 

Opening 

baiance 

Total 

Historical  monuments 

589 

589 

Reconciiiation  of  heritage  assets  2015 

Opening 

balance 

Total 

Histohcal  monuments 

589 

589 

8.  EmpEoyee  benefit  obligations 
Defined  benefit  plan 

The  actuahal  valuation  determined  that  the  retirement  plan  was  in  fl  sound  financiai  position,  howeverthat  it  was  recommended 
that  the  contribution  should  be  increased.  This  recommendation  is  presently  being  implemented. 

The  plan  is  a post  employment  medical  benefit  plan. 
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Mthonjaneni  Local  Municipaiity 

(Registration  number  KZ  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2016 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  2016 2015 


8.  Employee  benefit  obligations  (continued) 

Changes  In  the  present  value  of  the  defined  benefit  obligation  are  as  foilows; 


Opening  balance 

2 563  000 

1 439  000 

Net  expense  recognised  in  the  statement  of  financial  performance 

(18  953) 

1 124  000 

2 544  047 

2 563  000 

Net  expense  recognised  in  the  statement  of  financial  performance 


Current  service  cost 

168  000 

31  000 

Interest  cost 

239  000 

127  000 

Actuarial  (gains)  losses 

(355  953) 

1 014  000 

Settlement 

- 

(48  000) 

Expected  retum  on  reimbursement  hghts 

(70  000) 

- 

(18  953) 

1 124  000 

Calculation  of  actuarial  gains  and  losses 

Actuarial  (gains)  losses  - Obligation 

(18  953) 

1 124  000 

Key  assumptions  used 

Assumptions  used  at  the  reporting  date: 

Discount  rates  used 

9,76  % 

9,00  % 

Medica!  cost  trend  rates 

8,75  % 

8,00  % 

Net  discount  Rate  - Health  care  cost  inflation 

0,93  % 

0,86  % 

maximum  subsidy  inflation  rate 

6,19  % 

7,00  % 

Net  discount  rate-  maximum  subsidy  Inflation 

3,37  % 

1,00  % 

9,  Inventories 

Consumabie  stores 

166  232 

180  833 

Maintenance  materials 

293  404 

300  321 

459  636 

481  154 

10.  Receivables  from  exchange  transactlons 

1 1 . Receivables  from  non^xchange  transactions 

Fines 

10  695  188 

1 1 348  774 

Rates  and  other  Taxes 

8 261  113 

4 141  262 

18  956  301  15  490  036 


Mthonjaneni  Local  Municipality 

(RegfStration  number  KZ  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

11.  Receivabies  from  non-exchange  transactions  (continued) 

Reconciliation  of  receivables  from  non-exchange  transactions  (Rates): 

Gross  Balance 

8 391  860 

4 415  923 

Allowance  for  Impairment 

(579  398) 

(274  660) 

Net  Balance 

7 812  462 

4 141  263 

Rates  : Ageing 

Current  (0-30  days) 

380  194 

1 676 

31-60  days 

432  038 

261  510 

61-90  days 

41 1 090 

164  926 

91-120  days 

395  385 

151  215 

121-365  days 

6 773  153 

3 836  596 

Allowance  for  impairment 

(579  398) 

(274  660) 

7 812  462 

4 141  263 

Reconciliation  of  Aliowance  for  impairment  (Rates) 

Baiance  at  the  beginning  of  the  year 

(274  660) 

(205  717) 

Contribution  during  the  year 

(304  738) 

(68  943) 

(579  398) 

(274  660) 

Reconciiiatlon  of  receivables  from  non-exchange  transactions  (Traffic  Fines) 

Gross  Balance 

55  992  036 

35  464  921 

Provision  for  impairment 

(45  296  848) 

(24116147) 

Net  Balance 

10  695  188 

11  348  774 

Reconciiiation  of  aliowance  for  debt  impairment  (Traffic  fines) 

Traffic  fines 

Openning  Balance 

(24  116  146) 

(16  759  018) 

Contribution  during  the  year 

(21  180  702) 

(7  357  128) 

(45  296  848)  (24116146) 


The  municipality  has  one  traffic  fine  billing  system.  TMT  is  the  outsourced  service  provider  which  is  responsible  for  the  system 
used  to  issue  fines  for  speed  traffic  offenders.  The  municipality  has  two  types  of  fines  : spot  fines  and  summonses.  Both  TMT 
and  the  municipality  work  closely  with  the  Magistrites  court  to  ensure  the  accurate  recordtng  of  the  status  of  fines  ( including 
the  statuses  of  summons,  appeals,  fine  withdwan  etc).  Monies  collected  by  the  Magistrate  are  transferred  to  the  municipality's 
bank  account 

12.  VAT  receivable 


VAT 

987  522 

239  758 

13.  Consumer  debtors 

Gross  balances 

Electricity 

Refuse 

Other  Debtors 

3 621  271 
920  437 
95155 

2 558  325 
536  056 
696  728 

4 636  863 

3 791  109 
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Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand ^01 6 

1  3p  Consumer  debtors  (continued) 

Less:  Allowance  for  impainnent 

Electricity 
Refuse 

(201  378)  (80  061) 


(85  705)  (40  095) 

(115  673)  (39  966) 


Net  balance 

Electricity 
Refuse 
Other  Debtors 


3 535  566  2 518  230 

804  764  496  090 

95  155  696  728 


4 435  485  3 711  048 


Included  in  above  is  receivables  from  exchange  transactions 

Electricity 

Refuse 

Other  Debtors 


3 535  566  2 518  230 

804  764  496  090 

62  156  696  728 


4 402  486  3 711  048 


Electricity 

Current  (0  -30  days) 
31  - 60  days 
61  - 90  days 
91-120  days 
121  -365days 


2 336  253  1 698  787 

153  586  20  120 

97  363  18  420 

58  549  17  344 

889  815  763  559 

3 535  566  2 518  230 


Refuse 

Current  (0  -30  days) 

168  927 

139  921 

31  - 60  days 

37  259 

22  995 

61  - 90  days 

33  622 

19713 

91  - 120  days 

32  123 

14  009 

121  -365  days 

532  833 

299  452 

804  764 

496  090 

Other  (specify) 

Current  (0  -30  days) 


95  155 


696  728 


Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Flnancial  Statements  forthe  year  ended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

13.  Consumer  debtors  (continued) 

Total  Ageing 

Total 

Current  (0  -30  days) 

2 564  6S)7 

2 506  758 

31-60  days 

200  970 

45  284 

61-90  days 

138  877 

40  053 

91-120  days 

97  172 

32  942 

121  - 365  days 

1 582  148 

1 166  072 

4 603  864 

3 791  109 

Less:  Allowance  for  impaimnent 

(168  379) 

(80  061) 

4 435  485 

3 711  048 

Less:  Allowance  for  impairment 

Current  (0  -30  days) 

(71  495) 

(18  614) 

31  - 60  days 

(10  125) 

(2  168) 

61  - 90  days 

(7  892) 

(1  920) 

91  - 120days 

(6  500) 

(1  589) 

121  -365  days 

(105  366) 

(55  770) 

(201  378) 

(80  061) 

Reconciliatron  of  allowance  for  impairment 

Balance  at  beginning  of  the  year 

(80  061) 

(49  396) 

Contributions  to  allowance 

(121  317) 

(30  665) 

(201  378) 

(80  061) 

Summary  of  debtors  by  consumer  classification 


Mthonjaneni  Locai  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

1 3.  Consumer  debtors  (continued) 

Consumers 

Current  (0-30)  days 

260  400 

324  015 

31-60  days 

189  598 

206  341 

61-90  days 

133  129 

160  333 

91-120  days 

121  149 

143  081 

121-365  days 

2 456180 

4 137  506 

Allowance  fbr  impaimrient 

(780  777) 

(371  669) 

2 379  G79 

4 599  607 

Commercial/lndustrial 

Current  (0-30)  days 

159  958 

45 

31-60  days 

238  132 

16  329 

61-90  days 

196  477 

16  097 

91-120  days 

166  392 

15  637 

121-365  days 

2 582  342 

1 057  146 

3 343  301 

1 105  254 

National  and  Provincial  Govemment 

Current  (0-30)  days 

81  784 

53  576 

31-60  days 

145  894 

84  124 

61-90  days 

137  431 

28  549 

91-120  days 

123  984 

25  437 

121-365  days 

2 314  655 

924  262 

2 803  748 

1 115  948 

Agriculture 

Current(0-30)  days 

3 783 

- 

31-60  days 

75  991 

- 

61-90  days 

75  696 

- 

91-120  days 

74  960 

- 

11-365  days 

2191  373 

- 

2 421  803 

- 

Vacant  land 

Current  (0-30)days 

417 

- 

31-60  days 

10315 

- 

61-90  days 

7 233 

91-120  days 

6 072 

- 

121-365  days 

465  023 

- 

489  060 

- 

14.  Cash  and  cash  equivalents 

Cash  and  cash  equivalents  consist  of; 

Cash  on  hand 

746 

746 

Bank  balances 

1 825  909 

5 804  585 

Short-term  investment 

40  643  666 

43  453  768 

42  470  320 

49  259  099 
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Figures  in  Rand  2016  2015 


14.  Cash  and  cash  equivalents  (continued) 

Cash  and  cash  equivalents  pledged  as  coilateral 

Total  financial  assets  pledged  as  collateral.  An  amount  of  R1  540  000  is  used  as  1 540  000  1 540  000 

guarantee  to  Eskom  in  relation  to  electricity  supply.  The  amount  wlll  be  payable  to 
Eskom  should  the  municipality  fail  to  pay  for  its  electricity. 


The  municipality  had  the  following  bank  accounts 

Account  number  / description  Bank  statement  balances  Cash  book  balances 


30June  2016 

30  June  2015 

30June  2014 

SOJune  2016 

30June  2015 

30  June  2014 

First  National  Bank  - Current 
(main)- 54980006117 

1 749  594 

5 689  772 

3 016  628 

1 816  559 

5 794  585 

3 096  433 

First  National  Bank  - Current  - 
62330092470 

9 350 

10  000 

12  465 

9 350 

10  000 

12  465 

Investec  Bank  - Call  Account  - 
1100-435097-501 

10  056  219 

16  082  877 

6 033  396 

10  056  219 

16  082  877 

6 033  396 

First  National  Bank  - Fixed 
Deposit -71245040078 

1 540  000 

1 540  000 

1 540  000 

1 540  000 

1 540  000 

1 540  000 

First  National  Bank  - Call 
Account- 62051262146 

499  543 

499  556 

500  000 

499  543 

499  556 

500  000 

NedBank-  Fixed  Deposit- 
03/7881083174/000010 

- 

25  331  336 

26  870  397 

25  331  336 

25  870  397 

NedBank-  Fixed  Deposit- 
03/7881083174/000011 

- 

" 

y utj;3 

- 

“■ 

9 083  626 

First  National  Bank-  Call 
Account-  62532053204 

3 172  964 

■ 

3 172  964 

” 

Investec  Bank  - Wholesale 
Deposit- 1100-435097-451 

25  374  938 

~ 

25  374  938 

- 

- 

Total 

42  402  608 

49  153  541 

46  056  512 

42  469  573 

49  258  354 

46136  317 

15.  Unspent  conditional  grants  and  receipts 
Unspent  conditional  grants  and  receipts  comprises  of: 

Unspent  conditional  grants  and  receipts 

Electrification  - 118  359 

COGTA  176  776  176  776 

176  776  295  135 


Movement  during  the  year 

Balance  at  the  beginning  of  the  year  295  1 35 

Additlons  during  the  year  26  621  000  21  880  000 

Income  recognition  during  the  year  (26  739  359)  (21  584  865) 

176  776  295  135 


The  nature  and  extent  of  government  grants  recognised  in  the  annual  financial  statements  and  an  indication  of  otherforms  of 
government  assistance  from  which  the  municipality  has  directly  benefited;  and 

Unfulfilled  conditions  and  other  contingencies  attaching  to  government  assistance  that  has  been  recognised. 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financia!  Statements  forthe  yearended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

16.  Provisions 

Reconciiiation  of  provisions  - 2016 

Environmenta!  rehabilitation 

Provision  for  Bonuses 

Long  Service  Awards 

Opening 

Balance 

1 183  527 
485  657 
" 199  000 

Additions 

2 362  058 
188  738 
146  000 

Utiiised  Reduction 

during  the  due  to  re- 

year  measurement 

or  settiement 
without  cost 
to  entity 

(264  903) 

(222  838) 

Total 

3 545  585 
409  492 

1 122  162 

2 868184 

2 696  796 

(264  903) 

(222  838) 

5 077  239 

Reconciiiation  of  provisions  - 2015 

Opening 

Additions 

Utilised 

Reversed 

Total 

Baiance 

during  the 

during  the 

year 

year 

Environmental  rehabilitation 

4 615  810 

- 

- 

(3  432  283) 

1 183  527 

Provision  for  Bonuses 

345  937 

392  009 

(252  289) 

- 

485  657 

Long  Service  Awards 

* 

1 199  000 

- 

- 

1 199  000 

4 961  747 

1 591  009 

(252  289) 

(3  432  283) 

2 868  184 

Non-current  liabilities 

4 667  747 

2 382  527 

Current  liabilities 

409  492 

485  657 

5 077  239 

2 868  184 

17.  Payables  from  exchange  transactions 

Trade  payables 

1 537  628 

207  732 

Payments  received  in  advanced 

1 458  579 

460  801 

Retention 

2 380  442 

1 690  664 

Sundry  Creditors 

1 264  434 

689  778 

Accrued  leave  pay 

1 950  059 

1 709  358 

8 591  142 

4 758  333 

1 8.  Consumer  deposits 

Electricity 

691  250 

681  620 

Housing  rental 

334  640 

337  322 

1 025  890 

1 018  942 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2016 

Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

19.  Revenue 

Service  charges 

20  521  760 

20  576  708 

Rental  of  facilities  and  equipment 

247  044 

366  402 

Licences  and  permits 

2 070  427 

2 359  911 

Other  income 

964  392 

4911  115 

Interest  received  - investment 

3 283  879 

2 901  295 

Property  rates 

9 820 

7 361  564 

Property  rates  - penalties  imposed 

728  329 

678  305 

Government  grants  & subsidies 

65  702  359 

53  258  865 

Fines,  Penalties  and  Forfeits 

24  308  963 

18  232  020 

127  549  973 

110  646185 

The  amount  included  in  revenue  arising  from  exchanges  of  goods  or  services 

are  as  foilows; 

Service  charges 

20  521  760 

20  676  708 

Rental  of  facifities  and  equipment 

247  044 

366  402 

Licences  and  pemnits 

2 070  427 

2 359  91 1 

Other  income  - (rollup) 

964  392 

4911  115 

Interest  received  - investment 

3 283  879 

2 901  295 

27  087  502 

31  115  431 

The  amount  inciuded  in  revenue  arising  from  non-exchange  transactions  is  as 

follows; 

Taxation  revenue 

Property  rates 

9 722  820 

7 361  564 

Property  rates  - penalties  imposed 

728  329 

678  305 

Transfer  revenue 

Government  grants  & subsidies 

65  702  359 

53  258  865 

Fines,  Penalties  and  Forfeits 

24  308  963 

18  232  020 

100  462  471 

79  530  754 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Flnancial  Statements  forthe  yearended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

20.  Property  rates 

Rates  received 

Residential 

2 519  491 

2 380  631 

Commercial 

4 256  451 

2 810  420 

State 

1 750  243 

747  928 

Public  Service  Infrustructure 

20 

- 

Agriculture 

1 057  044 

- 

Light  Industries 

- 

1 107  352 

Heavy  Industries 

- 

315  233 

Vacant  Land 

139  571 

- 

9 722  820 

7 361  564 

Property  rates  - penalties  imposed 

728  329 

678  305 

10  451  149 

8 039  869 

Valuations 

Residential 

393  052  000 

190  455  700 

Commercial 

313  808  000 

167  621  500 

State 

187  796  000 

112  794  600 

Rates  (PSI) 

69  056  232 

8 661  900 

Place  of  Worship 

9 835  000 

- 

Agriculture 

920  330  000 

253  893  800 

Other  Propertles 

- 

1 119  920  400 

Public  Benefit  Organisation(PBO) 

320  000 

- 

Public  Service  Infrustructure  (PSI) 

91  300 

- 

Vacant  Land 

11  277  000 

- 

1 905  565  532 

1 853  347  900 

Valuatfons  on  land  and  buildings  are  performed  every  4 years,  The  last  general  valuatlon  came  into  effect  on  1 July  2015. 
Interim  valuations  are  processed  on  an  annual  basis  to  take  into  account  changes  in  individual  property  values  due  to 
alterations  and  subdlvisions. 

The  new  general  valuation  will  be  implemented  on  01  July  2019. 

21.  Service  charges 

Service  charges 
Sale  of  electricity 
Refuse  removal 

20  521  760  20  576  708 


101  219  209  661 

19  066  130  19  239  302 
1 354  411  1 127  745 
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Mthonjaneni  Local  Municipality 

(Registration  nunnber  KZ  285) 

Annual  Financial  Statements  for  the  yearended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

22.  Government  grants  and  subsidies 

Operating  grants 

Equitable  share 

38  963  000 

31  674  000 

EPWP 

2 264  000 

2 375  000 

FMG 

1 800  000 

1 800  000 

MSIG 

930  000 

934  000 

Library 

723  000 

535  000 

COGTA 

323  224 

Cybder  caddet 

- 

126  000 

44  680  000 

37  767  224 

Capital  grants 

MiG 

12  904  000 

12  610  000 

Electrification 

8 118  359 

2 881  641 

21  022  359 

15  491  641 

65  702  359 

53  258  865 

Conditional  and  Unconditionai 

Induded  in  above  are  the  foliowing  grants  and  subsidies  received: 

Conditional  grants  received 

26  739  359 

21  584  865 

Unconditional  grants  received 

38  963  000 

31  674  000 

65  702  359 

53  258  865 

Equitable  Share 

MiG 

Current-year  receipts 

12  904  000 

12  610  000 

Conditions  met  - transferred  to  revenue 

(12  904  000) 

(12  610  000) 

- 

- 

INEG 

Balance  unspent  at  beginning  of  year 

118  359 

- 

Current-year  receipts 

8 000  000 

3 000  000 

Conditions  met  - transferred  to  revenue 

(8118  359) 

(2  881  641) 

- 

118  359 

Library 

Current-year  receipts 

723  000 

661  000 

Conditions  met  - transferred  to  revenue 

(723  000) 

(661  000) 

- 

- 

EPWP 

Current-year  receipts 

2 264  000 

2 375  000 

Conditions  met  - transferred  to  revenue 

(2  264  000) 

(2  375  000) 

- 

- 

MSiG 

57 


Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financiaf  Statements  fbrthe  yearended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

22.  Government  grants  and  subsidies  (continued) 

Current-year  receipts 

930  000 

934  000 

Conditions  met  - transferred  to  revenue 

(930  000) 

(934  000) 

* 

- 

FMG 

Current-year  receipts 

1 800  UOO 

1 800  000 

Conditions  met  - transferred  to  revenue 

(1  800  000) 

(1  800  000) 

- 

- 

COGTA 

Balance  unspent  at  beginning  of  year 

176  776 

_ 

Current-year  receipts 

500  000 

Conditions  met  - transferred  to  revenue 

- 

(323  224) 

176  776 

176  776 

23.  Other  income 

Sundry  Income 

861  697 

4 383  469 

Building  Plan  Fees 

9 594 

16  590 

Cemetry  Fees 

24  314 

41  939 

Business  Licenses 

2 831 

2 000 

Swimming  Pool 

83 

6 836 

Rates  Clearance  Certificate 

2 164 

2 409 

Hoardings 

26  269 

421  756 

Photocopylng 

27  959 

28  101 

Valuation  Certificates 

279 

Insurance  Claim 

_ 

7 736 

IT  Mandary  Grant 

9 481 

- 

964  392 

4911  115 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  for  the  yearended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

24.  General  expenses 

Advertising 

400 

690 

273 

882 

Assessment  rates  & munidpal  charges 

40 

226 

- 

Auditors  remuneration 

3 313 

208 

1 487 

696 

Bank  charges 

77 

941 

162 

120 

Cleaning 

256 

725 

263 

964 

Pauper  Burial 

349 

088 

302 

500 

Consultlng  and  professional  fees 

722 

999 

219 

197 

Consumables 

310 

756 

293 

504 

Contributions  to  bad  debt  provision 

24  277 

791 

8 268 

931 

Food  for  Waste 

876 

182 

Job  Evaiuation 

- 

10 

000 

Insurance 

17 

982 

351 

403 

Cultural/Sports  activities 

492 

418 

287 

206 

Conferences  and  seminars 

480 

031 

488 

108 

Consulting  (Assets  Unbundling) 

106 

000 

175 

000 

Infomnaltraders 

5 

691 

8 

136 

Uthungulu  Water 

162 

061 

92 

105 

Indigent  Register 

- 

129 

000 

Perfomance  Management  Support 

- 

60 

000 

Indigent  Support 

13 

394 

80 

000 

Special  Programmes 

145 

306 

63 

972 

Fuel  and  oil 

669 

944 

535 

816 

Vending  System 

210 

907 

- 

Printing  and  stationery 

408 

145 

378 

379 

Annual  Report 

141 

800 

n. 

Protective  clothing 

197 

687 

251 

377 

LED  Projects 

98 

093 

88 

528 

Grants  in  aid 

- 

40 

000 

Security  (Guarding  of  municipal  property) 

1 273 

195 

1 237 

810 

General  Valuation  Roll 

- 

777 

930 

Staff  welfare 

93 

195 

34 

848 

Subscriptions  and  membership  fees 

560 

456 

656 

304 

Telephone  and  fax 

642 

965 

662 

227 

Transport  and  fireight 

197 

586 

149 

971 

Subsistance  and  travelling 

327 

836 

324 

006 

Grants  Expenditure 

5 317 

408 

5 184 

765 

Refuse 

328 

048 

397 

815 

Staff  development 

311 

621 

155 

346 

Minor  Assets 

395 

445 

984 

282 

Tourism  development 

104 

000 

90 

000 

Bursaries 

148 

460 

76 

000 

Disaster  Management 

57 

672 

121 

188 

Inspection  fees 

1 

352 

1 

415 

Ward  Committees 

286 

204 

399 

920 

Public  participation 

149 

777 

142 

786 

Ward  projects 

- 

50 

000 

Workmens  compensation 

142 

442 

165 

010 

OPS  Room 

- 

199 

646 

Other  expenses 

1 323 

137 

152 

304 

44  559  682 

27150  579 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

25.  Employee  related  costs 

Basic 

16  089  309 

14  443  377 

Bonus 

188  738 

139  721 

Medical  aid  - company  contributions 

1 135193 

979  633 

UIF 

133  995 

150  834 

SDL 

226  967 

21 1 299 

Allowances 

511  541 

512  335 

Overtime 

1 099  506 

1 016  740 

Defined  conthbution  pians 

1 «73  963 

1 794  474 

Travel,  motor  car.  accommodation,  subsistence  and  other  allowances 

649  581 

628  975 

Long-service  awards 

117  647 

36  608 

Housing  benefits  and  allowances 

46  800 

46  800 

22173  240 

19  960  796 

Remuneration  of  municipal  manager 

Annual  Remuneration 

823196 

783  996 

Car  Allowance 

175  375 

167  710 

Perfbrmance  Bonuses 

79  463 

75  679 

Contributions  to  UIF,  Medical  and  Pension  Funos 

1 872 

11  819 

Skills 

10  429 

- 

Less  bonuses  paid  via  Provision  vote 

(79  463) 

- 

1 010  872 

1 039  204 

Remuneration  of  chief  finance  officer 

Annual  Remuneration 

709  794 

675  994 

Car  Allowance 

182  570 

174  629 

Perfomnance  Bonuses 

97  134 

92  509 

Contributions  to  UIF,  Medical  and  Pension  Funds 

1 872 

11  069 

Skills 

9 529 

- 

Less  bonus  paid  from  Provision  vote 

(97  134) 

- 

903  765 

954  201 

Remuneration  of  Technical  directors 

Annual  Remuneration 

717  665 

683  491 

Car  Allowance 

IbS  380 

157  505 

Perfomnance  Bonuses 

88  304 

84  100 

Contributions  to  UIF,  Medical  and  Pension  Funds 

1 871 

10  802 

Skilis 

9 383 

- 

Less  bonus  paid  from  provision  vote 

(88  304) 

- 

894  299 

935  898 

Remuneration  of  corporate  director 

Annual  Remuneration 

* 

731  666 

Car  Aliowance 

- 

91  000 

Contributions  to  UIF,  Medical  and  Pension  Funds 

- 

9 282 

- 

831  948 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financia!  Statements  fbrthe  yearended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

26.  Remuneration  of  counciiiors 

Executive  Major 

352  195 

364  690 

Deputy  Executive  Mayor 

280  794 

294  300 

Mayoral  Committee  Members 

553  516 

540  557 

Speaker 

310  150 

294  025 

Councillors 

1 403  454 

1 204  395 

Counciilors’  pension  contribution 

267  894 

245  542 

3168  003 

2 943  509 

In-kind  benefits 

The  Mayor,  Deputy  Mayor,  Speaker  and  Mayoral  Committee  Members  are  part-time.  They  are  provided  with  an  office  and 
secretarial  support  at  cost  of  the  Council. 

The  Mayor,  Speaker  and  Deputy  Mayor  each  have  the  use  of  the  Council  owned  vehicles  for  official  use. 

The  Mayor  and  the  Speaker  each  have  two  full-time  bodyguards. 

27.  Permits  and  Llcences 


Licences 

1 780  072 

2 101  875 

Registration 

220  805 

202  526 

Vehicles 

69  550 

55  510 

2 070  427 

2 359  911 

28.  Rental  of  Faciiities  and  Equlpments 

Ranks  and  Stall  Fees 

210 

1 183 

Commonage 

159  090 

151  163 

Hire  of  halls 

43  721 

48  046 

Lease  of  Townlands 

- 

134  269 

Staff  Housing 

34  023 

31  741 

237  044 

366  402 

29.  Investment  revenue 

Interest  revenue 

Interest  on  Investments 

3 283  879 

2 901  295 

30.  Fair  vaiue  adjustments 

Biological  assets  - (Fair  value  model) 

397  381 

- 

31 . Depreciation  and  amortisation 

Property,  plant  and  equipment 

5 734  769 

4 618  684 

Invesment  Property 

40  829 

40  829 

Intangible  assets 

33  318 

33  828 

5 808  916 

4 693  341 

32.  Impairment  of  assets 

Impairments 

Property,  plant  and  equipment 

2 409  656 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  for  the  year  ended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

33.  Auditors'  remuneration 

Fees 

3 313  208 

1 487  696 

34.  Contracted  services 

Operating  Leases 

311  592 

_ 

Law  Enforcement 

1 847  629 

2 366  269 

2159  221 

2 366  269 

35.  Repairs  and  maintanance 

Buildings 

1 806  215 

610  456 

Connputers 

29  277 

33  935 

Street  lights  Thubalethu 

52  900 

- 

LV  HV  upgrade 

383  390 

- 

Street  lights 

62  833 

- 

Equipments 

513  205 

501  915 

Roads  and  sidewalks 

3 655  020 

306  552 

Rural  grass  cutting 

88  950 

97  656 

Refuse  Sites 

397  314 

387  160 

Vehicles 

785  392 

828  166 

Furniture 

1 850 

- 

7 776  346 

2 765  840 

36.  Buik  purchases 

Electricity 

18  079  101 

18  194  021 

37.  Cash  generated  from  operations 

Surplus 

20  432  862 

25  276  923 

Adjustments  for: 

Depreciation  and  amortisation 

5 808  916 

4 693  341 

Fair  value  adjustments 

(397  381) 

- 

Impairment  deficit 

- 

2 409  656 

Movements  in  retirement  benefit  assets  and  liabilities 

(18  953) 

267  000 

Movements  in  provisions 

2 209  055 

(2  093  563) 

Changes  in  working  capitai: 

Inventories 

21  518 

139  460 

Consumer  debtors 

(724  437) 

(875  077) 

Other  receivables  from  non-exchange  transactions 

(3  466  265) 

(7  412  847) 

Payables  from  exchange  transactions 

3 832  809 

1 047  861 

VAT 

(747  764) 

553  255 

Unspent  conditional  grants  and  receipts 

(118  359) 

295  135 

Consumer  deposits 

6 947 

2 716 

26  838  948 

24  303  860 
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Mthonjaneni  Local  Municipality 

(Registration  number  KZ  285) 

Annual  Financial  Statements  forthe  yearended  30  June  2016 


Notes  to  the  Annual  Financial  Statements 


Figures  in  Rand 

2016 

2015 

38.  CommitmentB 

Authorised  capitai  expenditure 

Aiready  contracted  for  but  not  provided  for 

• Property,  plant  and  equipment 

2 850  919 

1 811  850 

Total  capital  commitments 

Already  contracted  for  but  not  provided  for 

2 850  919 

1 811  850 

Total  commrtments 

Total  commitments 

Authorised  capital  expenditure 

2 850  919 

1 811  850 

Operating  leases  - as  lessee  (expense) 

Minimum  lease  payments  due 

- within  one  year 

1 370  164 

31  674 

- in  second  to  fifth  year  inclusive 

2 514  624 

- 

3 884  788 

31  674 

Operating  lease  payments  represent  rentals  payable  by  the  munidpality  in  respect  of  switch  boards  line.  No  contingent  rent  is 
payable. 


Operatlng  leases  - as  iessor  (income) 

Minlmum  iease  payments  due 

- within  one  year 

140  000 

140  000 

- in  second  to  fifth  year  inclusive 

560  000 

560  000 

- later  than  five  years 

326  667 

466  667 

1 026  667 

1 166  667 

Certain  commonage  and  vacant  land  is  held  to  generate  rental  income.  Lease  agreements  are  non-cancellable  and  there  are 
no  contingent  rents  receivable. 


Mthonjaneni  Local  Municipality 

(Registration  nunnber  KZ  285) 

Annual  Financial  Statements  forthe  year  ended  30  June  2016 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  2016  2015 


39.  Related  parties 

The  following  councillors  and  key  management  owes  the  municipality  in  respect  of  the  traffic  fines  as  at  31  March  2016. 

Related  party  balances 


R.P  Mnguni 

; Municipal  Manager 

14  400 

9 000 

P.P  Sibiya 

; Acting  Municipal  Manager 

15  800 

- 

T.N  Simamane 

;CFO 

3 300 

- 

M.N  Ndlangamandla 

Councillor 

4 950 

4 950 

S.B.K  Biyela 

; Deputy  Mayor 

150 

- 

N.A  Jiyane 

: Speaker 

2 900 

2 900 

GVP  Gumede 

: Councillor 

1 350 

■w 

FI.KZungu 

: Councillor 

6 150 

4 700 

E.N  Masikane 

: Councillor 

350 

200 

P.E  Ntombela 

: Councillor 

2 150 

1 250 

ɓ.M  Ndwandwe 

; Councillor 

650 

250 

MRP.TXulu 

: DirecterTechnical 

1 150 

MR  N.W  Zikhali 

: Acting  Director  Corporate 

4 400 

- 

Remuneration  of  senior  Managers 

Remunertion  of  Municipal  Manager 

Annual  Remuneratlon 

823  196 

783  996 

Car  Aliowance 

175  375 

167  710 

Performance  Bonus 

79  463 

75  679 

Contribution  to  UIF,  Medical  and  Pention  Fund 

1 872 

11  819 

Skills  Levy 

10  429 

- 

1 090  335 

1 039  204 

Remuneration  of  Chief  Financial  Officer 

Annual  Remuneratlon 

709  794 

675  994 

Car  Allowance 

182  570 

174  629 

Performance  Bonus 

97  134 

92  509 

Contribution  to  UIF,  Medical  and  Pention  Fund 

1 872 

11  069 

Skills  Levy 

9 529 

- 

1 000  899 

954  201 

Remunertion  of  Technicai  Director 

Annual  Remunertion 

717  665 

683  491 

Car  Allowance 

165  380 

157  505 

Performance  Bonus 

88  304 

84  100 

Cotribution  to  UIF,  Medical  and  Pention  Fund 

1 871 

10  802 

Skills  Levy 

9 382 

- 

982  602 

935  898 
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(Regfstration  number  KZ  285) 

Annual  Financial  Statements  fbrthe  year  ended  30  June  2016 

Notes  to  the  Annual  Financial  Statements 

Figures  in  Rand  2016  2015 


40.  Risk  management 
Financial  risk  management 

The  municipality's  activities  expose  itto  a variety  of  financial  risks:  market  risk  (including  currency  risk,  fair  value  interest  rate 
risk,  cash  flow  interest  rate  risk  and  price  risk),  credit  risk  and  liquidity  risk. 

The  municipality’s  overall  risk  management  program  focuses  on  the  unpredictability  of  financial  markets  and  seeks  to  minimise 
potential  adverse  effects  on  the  municipality’s  financial  performance.  Risk  management  is  carried  out  by  a central  treasury 
department  (entity  treasury)  under  policies  approved  by  the  accounting  officer.  Municipality  treasury  identifies,  evaluates  and 
hedges  financial  risks  in  close  co-operation  with  the  municipality’s  operating  units.  The  accounting  officer  provides  written 
principles  for  overall  risk  management 

Liquidity  risk 

The  municipaiity’s  risk  to  liquidity  is  a result  of  the  funds  available  to  cover  future  commitments.  The  municipality  manages 
liquidity  riskthrough  an  ongoing  review  of  future  commitments  and  creditfacilities. 

Cash  flow  forecasts  are  prepared  and  adequate  utilised  borrowing  facilities  are  monitored. 

Financial  liabilities  exposed  to  credit  risk  at  year  end  are  as  follows. 

Financial  Liabilities 

Trade  and  other  payables  from  exchange  transactions  b ɓyi  142  4 615  356 


Credit  risk 

Credit  risk  consists  mainly  of  cash  deposits,  cash  equivalents,  trade  debtors.  The  municipality  only  deposits  cash  with  major 
banks  with  high  quality  credit  standing  and  limits  exposure  to  any  one  counter-party. 

Trade  receivables  comprise  a widespread  customer  base.  Management  evaluated  credit  risk  relating  to  customers  on  an 
ongoing  basis. 

Finandal  assets  exposed  to  credit  risk  at  year  end  were  as  follows 
Cash  and  cash  equivalent 
Trade  and  other  recivables 

Market  risk 

Interest  rate  risk 

As  the  municipality  has  no  significant  interest-bearing  assets,  the  municipality’s  income  and  operating  cash  flows  are 
substantially  independent  of  changes  in  market  interest  rates. 

41.  Goingconcern 

The  annual  financial  statements  have  been  prepared  on  the  basis  of  accounting  policies  applicable  to  a going  concern.  This 
basis  presumes  that  funds  will  be  available  to  finance  future  operations  and  that  the  realisation  of  assets  and  settlement  of 
liabilities,  contingent  obligations  and  commitments  will  occur  in  the  ordinary  course  of  business. 

The  ability  of  the  municipality  to  continue  as  a going  concern  is  dependent  on  a number  of  factors  which  includes  amongs  other 
the  following: 

(a)  The  accounting  officer  continue  to  procure  funding  for  the  ongoing  operations  for  the  municipality. 

(b)  The  Municipality  have  not  loss  any  of  key  customers  or  pnncipaf  suppliers, 

(c)  The  municipality  does  not  expehence  labour  difficulties. 

(d)  The  municipality  does  not  have  shortage  of  important  suppliers. 

(e)  Financial  indicators(ratios),  financial  results,bank  account  balance  and  net  asset  are  all  positive. 


42  470  320  49  259  099 

23  367  574  19  136  852 
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Notes  to  the  Annuai  Financial  Statements 

Figures  in  Rand 

2016 

2015 

42.  Unauthorised  expenditure 

Oppening  Balance 

19  504  idl 

19  564  161 

Add  Current  year 

12  056  755 

- 

31  620  916 

19  564161 

43.  Fruitless  and  wasteful  expenditure 

Opening  Balance 

13  085 

827 

Add:  Currentyear 

12  258 

13  085 

13  085 

44.  Irregular  expenditure 

Opening  balance 

43  867  018 

34  843  192 

Add:  Irregular  Expenditure  - current  year 

20  368  288 

9 023  826 

64  235  306 

43  867  018 

Analysis  of  expenditure  awaiting  condonation  per  age  classificatlon 

Current  year 

20  368  288 

9 023  826 

Prior  years 

43  867  018 

34  843  192 

64  235  306 

43  867  018 

Details  of  irregular  expenditure  - current  year 

Disciplinary  steps  taken/criminal  proceedings 

A bid  Adjudication  Committee  should  consist  of  Not  necessary 

atleast  four  senour  managers,  the  municipality's 

adjudication  commettee  have  only  three  senior 

managers  as  a result  all  expenditure  Incurred 

through  competitive  biding  process  become 

irregular. 

64  235  306 

45.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act 

Contributions  to  organised  local  government 

Current  year  subscription  / fee 

284  127 

271  036 

Amount  paid  - current  year 

(284  127) 

(271  036) 

- 

* 

Materlal  Distribution  losses 

Units  lost  ( Kilowats) 

2 013  525 

1 643  877 

Units  lost  (Selling  Prioe) 

2 518  215 

1 857  582 

Units  lost  ( Purchase  Price) 

2 255  148 

1 637  302 

Units  lost  ( Percentage) 

11.75% 

8.99% 

Auditfees 

Current  year  subscription  / fee 

1 711  014 

1 057  954 

Amount  paid  - current  year 

(1  711  014) 

(1  057  954) 

- 

- 
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45.  Additional  disclosure  in  terms  of  Municipal  Finance  Management  Act  (continued) 

PAYE  and  UIF 

3 665  936  3 740  329 

(3  865  938)  (3  740  329) 


Current  year  subscription  / fee 
Amount  paid  - current  year 


Pension  and  Medlcal  Aid  Deductions 

Current  year  subscription  / fee  5 375  939  4 870  319 

Amount  paid  - current  year  (5  375  939)  (4  870  319) 


VAT 

VAT  receivabie  987  522  239  758 


All  VAT  returns  have  been  submitted  by  the  due  date  throughout  the  year. 

Councillors'  arrear  consumer  accounts 


The  following  Councillors  had  arrear  accounts  outstanding  fbr  more  than  90  days  at  30  June  2016: 


30June  2015 


Councillor  N.A  Jiyane  (Speaker) 


Outstanding  Outstanding  Total 

less  than  90  more  than  90  R 
days  days 

R R 

323  16  387  16  710 


During  the  year  the  following  Councillors'  had  arrear  accounts  outstanding  for  more  than  90  days. 


30  June  2015  Highest  Aging 

outstanding  (in  days) 
amount 

Speaker : Councillor  Jiyane  1 7 208  1 80 

Coundller  Masikane  391  180 


17  599  360 


Supply  chaln  management  reguiations 

In  terms  of  section  36  of  the  Municipal  Suppty  Chain  Management  Reguiations  any  deviation  from  the  Supply  Chain 
Management  Policy  needs  to  be  approved/condoned  by  the  Municipal  Manager  and  noted  by  Council.  The  expenses  incurred 
as  listed  hereunder  have  been  condoned. 

Incident 

Emergency 

Impractical  and  imposslble  to  follow  official  SCM  processes 
Single  Supplier 

270  704  1 82  494 


13  837  7 933 

251  867  174  561 

5 000 
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Figures  in  Rand  2016  2015 


46,  Events  after  the  reporting  date 

46.1  Acconding  to  GRAP  14,  events  afterthe  reporting  date  are  those  events,  favourable  and  unfavourable,  that  occur  between 
the  reporting  date  and  the  date  when  the  financial  statements  are  authorised  for  issue.  Two  types  of  events  can  be  identified: 


(a)  those  that  provide  evidence  of  conditions  that  existed  at  the  end  of  the  reporting  date  (adjusting  events  after  the  reporting 
date);  and 

(b)  those  that  is  indicative  of  conditions  that  arose  after  the  reporting  date  (non-adjusting  events  after  the  reporting  date). 

Adjusting  events  are  recognised  in  the  financial  statements  of  the  period  just  ended,  whereas  non-adjusting  events  are  not 
recognised. 

The  redercamation  of  municipal  boundaries  resulted  in  Ntambanana  Municipality  being  dissolved  and  wards  redistributed  to 
three  municipaiities,  which  are  Mhlathuze,  Mfolozi  and  Mthonjaneni,  On  the  3rd  of  August  2016  elections  took  place  and  a new 
council  was  formed  which  incorporate  four  wards  from  Ntambanana  Municipality  due  to  the  dermacation  processes.  This  is  a 
non-  adjusting  event  as  it  is  indicative  of  conditions  that  arose  after  the  reporting  date, 

As  a result  of  the  above  event  Mthonjaneni  Municipality  will  recieve,12  Employees,  Assets(movables  and  immovables)  and 
Liabilities.  The  population  of  the  municipality  will  increase  which  will  resuit  in  an  increase  of  grants  allocations.  The  financial 
estimate  of  the  above  mentioned  event  in  rand  terms  cannot  be  made  at  the  present  moment. 

46,2  The  Chief  Financial  Officer  of  Mthonjaneni  Municipality  (Ms  Tholakele  Simamane)  has  resigned  firom  her  duties  wlth  effoct 
from  10  August  2015.  The  Deputy  Chief  Financial  Officer  (Mr  Skhumbuzo  Mbuyazi)  is  currently  acting  on  the  position. 

47.  Contigent  Liabilities 

On  22  March  2016  the  Municipal  Manager  of  Mthonjaneni  alleged  for  fraud,  maladministration  and  failure  to  exercise  fiduciary 
role  overthe  finances  of  the  municipality.  As  at  30  June  2016  the  investigation  and  disdplinary  hearlngs  were  stlll  in  progress 
The  estimated  amount  of  litigation  pending  the  outcome  of  the  case  is  R693  983.52  gross. 

48.  Budget  differences 

Materlai  differences  between  budget  and  actuai  amounts 

- Contracted  Services: 

The  variance  between  actual  and  the  final  budget  of  25%  for  the  contracted  services  was  due  to  fact  that  the  collection  rate  of 
traffic  fines  decreased  during  the  year  which  resulted  in  a decrease  of  the  commission  paid  to  TMT,  as  the  commission  is 
based  on  the  numberof  tickets  collected. 

-Genera!  Expenses 

A negetive  variance  between  actual  and  the  final  budget  of  19%  for  general  expenses  was  due  to  the  fact  that  there  was  an 
incease  in  the  revenue  from  traffic  fines  while  the  collection  redused  which  resulted  in  a provision  for  bad  debt  from  traffic  fines 
increase  much  more  than  anticipated 

-Employee  benefites 

A variance  between  actual  and  the  final  budget  of  9%  for  eployee  related  cost  was  due  to  the  saving  made  on  the  funded 
posts  that  were  not  filled  during  the  year. 

- Rental  of  Facilities 

The  variance  between  actual  and  both  the  approved  and  the  finai  budget  of  49%  for  rental  of  faciiities  was  due  to  the  fact  that 
some  facilities  were  not  utilised  as  anticipated. 

- Licences  and  Penmits 

The  variance  between  actual  and  the  final  budget  of  42%  for  licences  and  permits  was  due  to  the  fact  that  the  municipality  did 
not  issue  as  much  of  licenes  and  permites  as  projected. 

- Rates 

The  variance  between  actual  and  both  the  approved  and  the  final  budget  of  17%  for  rates  was  due  to  the  fact  that  the 
municipality  did  not  bill  as  much  of  rates  as  projected. 
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48.  Budget  differences  (continued) 

- Revenue  from  Traffic  Fines 

A positive  variance  of  29%  between  final  budget  of  revenue  ffom  fines  and  the  actual  revenue  from  fines  reslted  from  the  fact 
that  more  people  disobeyed  the  rules  of  the  road  than  anticipated  . 

- Service  Charges 

A negetive  variance  of  12%  between  final  budget  of  service  charges  and  the  actual  revenue  ffom  service  charges  reslted  ffom 
the  fact  that  there  was  a reduction  in  electricity  consumption  becouse  of  the  current  drought.  Poeple  and  businesses  consumed 
less  electricity  than  anticlpated  . 

- Interest  on  investments 

The  munlcipality  recorded  a positive  variance  of  11%  on  the  interest  from  investments.  This  is  due  to  the  fact  that  the 
municipaiity  invested  with  the  institutions  which  offered  greater  return  on  investements  ( at  a rate  better  than  anticipated) . 

45.  Unaudited  Supplementary  Schedules 

The  supplementary  Information  presented  below  does  not  form  part  of  the  Annual  Financial  Statements  and  is  unaudited. 
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Mthonjaneni  Local  Municipality 
Mthonjaneni  Local  Municipalrty 
Appendix  B 

June  2Die 


Analysis  ot  property,  plant  and  equipment  as  at  30  June  2016 


Cost/Revaluation 

Accumulated  depreciation 

Opuilitil  Addltlm*  Datpouls  Tmnthn  RMa|u«I|anK  Othef  chBnnet,  Closlng 

nwvcniHita  Balancc 

Rand  Rand  Rand  Rand  Rand  Ftamf  Rand 

Openlng  Dlipuals  TnnslaR  Dap«*elallan  Impalmieiit  loss  Ctoalnd  Cartylng 

BalBnca  Balance  vahta 

Ranit  Rand  Rand  Rand  Rand  Rand  Rand 

Land  and  bnlldlnga 

Land  (Separale  for  AFS  purpDOea) 
LancHill  Sites  (Soperate  fdr  AFS 

: : 

: : 

- *aajeuii 

: : 

2 562011 

pUIHOSSfi) 

QiHTriBfi  (EfipBrBta  fdr  AFS  purpDees) 
Bjildings  {Saparat*  liDr  AF5  purpasa^ 

A1  557  960 

20  398 

7 4B1  875 

49  060  254 

(B  015  1 53) 

[1469769) 

(19  0B4S42) 

38  975  312 

4411*991 

20  3B< 

74*1  876 

■ 11622  269 

(9  616  153) 

(1  499786) 

flO^Ml) 

41  537  323 

Inltaatnictur* 

RDsdfi,  Pavwnentfi  & Bridgos 

62  740  169 

- 

14613500 

T7 193  699 

(36SB  152) 

[1  655469) 

(9  323  661] 

72  230038 

Generallon 

Tranamisaian  & RstiBiilHtiDn 

M 941  031 

395950  13  368  363 

48  605  3M 

(3700  112) 

[1  256  364) 

(4  976  479) 

43  529  868 

Stroet  lighUng 

Deine  « Reeervoira 

■ 

■ 

■ 

- 

Wal*r  purifiBalian 

RetiDulHtiDn 

RaticulatiDn 

; 

Sawerag*  purificatian 

TransparletiDn  (AlrparU,  Car  Pari&, 

■ 

Bus  Tennjnafa  end  Texl  Renia) 

Houahg 

Wsste  Managemont 

Dafi 

306  510 

■ 30B  910 

(50  043) 

(13S65) 

[63  906) 

244602 

atiiertfiPr*  oplic,  WlFl  infraslructur] 
Otiterl 

: : 

: 

97  9S9  730 

399  9«  13  369  393 

14  613  500 

126  467  963 

(7416  317) 

(2937719) 

(10  364035) 

11«  193  526 

ComnKinltv  Aaaota 

Parln  & gvdens 

SpoftifiBldB  and  fited^ 

Swimrnhg  pddIb 

- 

: 

C«mmunity  halB 

Ubfierlea 

Recreationalfacilities 

dinics 

MuHums  A ert  gaEeries 

Othar 

SaBiel  rentel  hDusirtg 

CHfnelariBfi 

Fn,  safHly  & Bmargfincy 

S45  750 

846  750 

(639  25S) 

(56  576) 

(997  831] 

347919 

Secuiity  end  pclichg 

Busea 

. 

, 

549  796 

946  750 

(539265) 

(9B  57«) 

(697  831] 

347919 
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June  2016 


Analysis  of  property,  plant  and  equipment  as  at  30  June  2016 


Cost/Revaluatron  Accumulated  depreciation 


Builicfinga 

Other 


&peBli|lsed  vchlBlat 

RsfuH 

Fir« 

CBrHwvancy 

AinbulanceB 

Busec 


OUier  assets 


569 

66B 


568 

889 


Genera!  vehictH 

6 546  636 

616666 

9 165  524 

(3233  946) 

(926  566) 

|4  1G0  E14) 

5005010 

Plant  & equlpniervt 

1 S51  273 

295547 

1 «46  820 

(523  721) 

(166  576) 

(718  29B) 

1 136  521 

Coiripuler  Equ^ment 

663  247 

G7636 

720  862 

(363  386) 

(76  769) 

(442  168) 

276  694 

Compulef  Beltwere  (part  of  CDinputer 
aqiipirerit] 

* 

FumilurB  t Fittinga 

720  792 

16896 

739  6BT 

(500  746) 

(76  300) 

(G7764*) 

162641 

OfflDe  Equlpmenl  - LeBBid 

AbenDlra 

: 

: 

Markets 

- 

. 

Airports 

SecurKy  measures 

Civic  hnd  and  buildinBS 

Olhar  buldirigB 

OlhBr  land 

* 

: : 

Bjns  and  Conteinars 

Work  in  prDgreaB 

Other 

Other  Assete  - Leased 

Surphjs  Asseta  - (Inveslment  or 
InvBntary) 

HHJEing  dBvelopment 
othsr 

26  465  034 

32  216  627 

(35  663  760) 

23  M7  M1 

23  037901 

37BGT1G5  33  207  309 

(35G637G0) 

3GS1DG14  {4e21U2] 

{1  26B  245] 

{S8G6D47)  2B  £20  767 
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Jme2016 

Analysis  of  property, 
Cost/Revaluation 


Opcfility  AddltlDns  DTfpoHili  Traniftrs  FtevaluoUons  Othar  ehinBis, 
Balnce  movnnflitts 

Rand  Rand  Rand  Rand  Rand  Rand 


Total  propeity  plaiit  and  flqulpmflnt 

Land  flnd  buHdings  44119901  2039Q  - 74S1  976 

iFdlBUrUCtLJre  57999  736  395  9S0  13368393  14B13  50D 

CDmrnunlly  Aaaeta  54S  756  - - - 

HerttBpe  euel&  SflS 

Speciaieed  vahides  - > . . 

OthoraMets  37  967  185  33  207385 t3S6S37B0) 

1M«?a46  33  623737  13  3*6  383  [l3  3EB3fl4) 

AfjrlcultuFaVBIologlcal  aseets 


AgricultLrfll  .... 

Blologicel  eeflela  2 2S4  535 ^ 397  380 

2 264535 - - ^ 397  399 

bitanglble  assds 


CDmputers  . Battmra  & pragrainrning  211  544  8 S99 

Olhflr  ^ ^ 

211  544  SSB3 

Innitmeiit  piopertle« 

Inveatnenl  prioperty  2 7427S0 - 

2742  786 ^ 

Totd 


LBMd  end  buldinga  44119991  20  396  . 7 481  876 

InfratitructLn  579B5  736  395  950  13  388  383  14  813  500 

Calnmunly  Asoelfl  545  756  ... 

Herttege  eiseeta  565 

SpeclaHeed  vehldiee  .... 

OtherasKls  37  967165  33  207385  . (35  663760) 

AgdcUtural/Bialagical  essets  2 264  535  . . . 397  360 

IntangiNe  aiHts  211  544  6938 

InvBitmBnl  piaperliH  2742766  ... 


166142  064  33  630  734  13aBB3H3  (1336*314) 


397  300 
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Analysis  of  property,  plant  and  equipment  as  at  30  June  2015 
Cost/Revaluation  Accumulated  depreciation 


□|whlnB 

Bflfiinu 

AddHlofls 

DfspBsals 

Tunihn 

RflValUfllloni 

athflrohflngefl, 

inBvaiTwntfl 

Clflsrng 

Balflncfl 

Openlng 
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Segmental  Statement  of  Financial  Performance  for  the  year  ended 
Prior  Year  ( 30  June  201 5)  Current  Year  ( 30  June  201 6) 


Actual 

Actuai 

Surplus 

Actual 

Actual 

Surplus 

income 

Expenditure 

/(Deficit) 

Income 

Expenditure 

/(Deficit) 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Municipality 

_ 

7 573  778 

(7  573  778)  Executlve  & Council/Mayor  and  Council 

- 

10  283  648 

(10  283  648) 

52  720  334 

20  994  618 

31  725  716  Finance  & Admin/Finance 

59  622  472 

34  615  493 

25  006  979 

- 

- 

- Planning  and  Development/Economic 

- 

- 

- 

Development/Plan 

- 

- Health/Clinics 

- 

30  101 

9 774  022 

(9  743  921)Comm.  & Sociai/Libraries  and  archives 

40  270 

9 592  645 

(9  552  375) 

- 

- Housing 

- 

20  598  580 

7 344  224 

13  254  356  Public  Safety/Police 

370  055 

17  950  662 

(17  580  607) 

- 

- 

- Sport  and  Recreation 

- 

- 

- 

- 

- Environmental  Protection/Pollution 

- 

- 

- 

Control 

1 127  745 

1 934  736 

(806  991)  Waste  Water  Management/Sewerage 

1 354  411 

1 841  566 

(487  155) 

13  801  531 

13  035  198 

766  333  Road  Transport/Roads 

39  283  389 

10  842  421 

28  440  968 

* 

- Water/Water  Distribution 

■ 

- 

- 

21  831  243 

24  223  530 

(2  392  287)  Electricity  /Electricity  Distribution 

27  285  707 

22  393  778 

4 891  929 

- 

i 

- Other/Air  Transport 

- 

; 

- 

110109  534 

84  880  106 

25  229  428 

127  956  304 

107  520  213 

20  436  091 

- 

Municipal  Owned  Entities 

- 

- 

_ 

- 

- 

- 

- 

- 

- 

Other  charges 

- 

- 

- 

. 

* 

- 

* 

- 

110109  534 

84  880  106 

25  229  428  Municipailty 

127  956  304 

107  520  213 

20  436  091 

- 

- 

- Municipal  Owned  Entities 

- 

- 

- 

- 

- 

- Other  charges 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

_ 

- 

- 
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Prior  Year  ( 30  June  2015)  Current  Year  ( 30  June  2016) 


Actual 

Actual 

Surplus 

Actual 

Actual 

Surplus 

Income 

Expendlture 

/(Deficit) 

Income 

Expenditure 

/(Deficit) 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

* 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

_ 

■■ 

_ 

- 

- 

110109  534 

84  880  106 

25  229  428  Total 

127  956  304 

107  520  213 

20  436  091 
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